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Following was Aden's reply: . 
"Tn reply query re boundaries have received reply as follows aed 
from Vice President Cities Service Dhofar: Am expecting ae 
Aero Service representative soon and will allow him see all | N es) 
photos with full discretion and cooperation. Signed Edger x a ° 
Clayton." i g 
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Aero Service here has no knowledge any projected visit to i- ~ 
Salalah by its representative. a ° 
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They wish Amos go to Salalah to obtain re 


representatives Dhofar. 
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IBIECT Italian Employees of Aramco 


January 10, 1955 














Mr. Gordon Green, Aramco representative in Rome, accompanied by Mr. 
Weber, of ) head office of Aramco in Dhahran, called at the Embassy on 
January 7 to orm the Enbassy regarding their recent talks with the Italian 
Foreign Office on the subject of the Italian employees of Aramce. Mr. Weber, 
who had visited Rome some weeks previously for talks with the Italian Foreign 
Office, and who had returned to Dhahran to explore further the possibilities 
of satisfying Italian requests, had arrived in Rome again this week. 


Mr. Weber said that he had informed Mr. Savorgnan of the Foreign 
Office that the company was not in a position to meet any of the principal 
Italian requests. While Aramco had made certain proposals to assist Italian 
workers in obtaining the benefits provided under Italian Social Security laws, 
the proposals had not been accepted by the Italian authorities since they were 
not considered mechanically feasible. 


With regard to the waiver which the Italian Government had required 
prospective Aramco employees to sign, Mr. Weber said that he had told Mr. 
Savorgnan that as long as the waiver remained on the books in its present form,” 


tL 


ad 
oO 


0) 
104) 
O) 
> 


which was offensive to the Saudi-Arabian Government and to Aramco, the Company I) 
would suspend further recruiting of Italian employees. Mr. Weber said that theUl 
company did have a need, although not pressing, for 10 or 12 Italians, but O1 
that recruitment would not be carried out until the problem of the waiver had WW 


been settled. Mr. Weber reperted that Savorgnan had said that the Italian 
Foreign Office had now decided to revise the waiver to bring it up to date. 
The Aramce officials had given Savorgnan their full views on the redraft, and ' 
hoped that Savorgnan would:now go ahead with the redraft of the document. In 


this connection, it was pointed out that there had been much discussion but O 
little action on redrafting the waiver since Mr. Grem's conversation with Mr 


Savergnan on September 21, Mr. Weber expressed the fear that the Italian 
redraft would not be satisfactory, since Mr. Savorgnan had given the impres- 
sion that he would retain in the document some implication that the Italian 
Government did not believe empleyment with Aramco provided a satisfactory 
job for Italian workers. Mr. Weber emphasized that the company would not be 
able to take on any new Italians as long as a phrase or implication of this 
sort remained in the waiver. 7 
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In expressing appreciation for Mr. Weber's report, the Mnbassy repre- 
sentative said that the Embassy would informally discuss the question with Mr. 
Savorgnan and would emphasize that although the principal points could not be 
met, it was hoped that the Italian Government would not preclude further re— 
cruitment by maintaining insistence on a waiver which was considered offensive 
by the Company. 


For the Charge' d'Affaires ad interim: 
— ae 
72 Atte / week Aon ailiaing 


Francis T. Williamson 
Counselor of Embassy 


cc: Jidda, Dhahran 
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details from Governor of Aden. In reply to a third Saudi 
protest re oil company activities north of Khor Al Udaid at 
base of Qatar peninsula, British Ambassador Jidda is to state 
any such activities being carried out by Petroleum Development 
(Qa:ar, Ltd.) not Petroleum Development (Trucial Coast) Ltd., 
f.e., not (repeat not) by company having concession from Abu 
Dhabi and therefore no (repeat no) violation of Buraimi arbitra- 
tion agreement involved as Saudi Arabian Government had claimed. 
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OLI Foreign Office has instructed British Ambassador Jidda to reply os 
to Saudi protest re presence Cities Service party in vicinity Ol - 
LOP Mugshin in northern Dhofar (Embassy telegrams 2824, December 20f @ 
CIA and 2896, December 29) by stating Mugshin is definitely within 5 
territories of Sultan of Muscat. Reply to protest re I.P.C. ™ 5 
OCL activities in northern Hadhramaut, also mentioned Embassy's “~o 
FOA reference telegrams, has been postponed pending receipt full Me 3 
O 
Ol 
Ol 


Meanwhile, Sultan of Muscat has learned from Bedouin at Mugshin 
that "a large American-Saudi party were in Ramlat Kharsiya with 
a small forward party at Sabkhat Mijora". Sultan of Muscat con- 
cerned at this report (as yet unconfirmed) and so is Foreign 
Office. Former point is approximately 54 degrees east and 

22 degrees north while latter is approximately 53 degrees 30 
minutes east and 20 degrees north. 
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Re Onassis dispute 


ware 
settlement with ARAM' | re back taxes and hope occasion Davi 
visit. could also be utilized reach compromise understanding 
Onassis 


re 


caubs 1 


MYTEL 202, 


SAG discussions, designed seek mutually agreeable formula 

for elimination preferential provisions Onassis agreement, 

had ended in failure and that, consequently, at King's 
insistence, Davies had agree submit issues to arbitration 
unless direct solution could be reached with Onassis in 30 days. 


MMBTEKL 273 December 14, reported SAG announcement it would 
proceed to arbitration with ARAMCO as of January 15. His 
followed Davies return from US where fruitless negotiations | 
had been held with Onassis. 


(?) 
Jan 
re 


Jan 


x. 
Following is summary outline last fortnight's developments: 


uary ll. 
scheduled meetings with Finance Minister Surur January 12 and 1‘ 





38, October 1 reported inter alia King's satisfact 






set 


18.1409 
8/90 


matter. 


November 4 reported that ensuing ARAMU -Onassis- 


5 


Davies, Brougham and Ray flew Dhahran -Jidda for 


geocc¢e-1/ecce ‘vy9ges 


future pricing and Onassis dispute respectively. 


uary 12 


- surur said could not discuss pricing a8 vas awaitin , 


instructions from Riyadh. In answer his question as to whet(r 
there was anything new re Onassis, Davies answered in negati™@. 
Surur said SAG too had been unable find solution. 


January 15. Surur handed Davies draft in Arabic of terms off 
reference proposed by SAG for arbitration Onassis dispute. pe 
was agreed ARAMCO would translate and study draft and in 


It 


due course ask for meeting to communicate its views. 


January 16. 


nvolved, 


°@ 53 


ary 17. 
inconc 





unsatisfactory, requires very considerable study. 


Translation made. Spot comment to me: Long, te 


Davies and Brougham had three hour fairly satisfactory 
lusive pricing discussion with Surur. ‘ 
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January 19. Scheduled second meeting re Onassis arbitration 
cancelled by Surur, but same evening he had intimate talk 
with ARAMCO legal consultant Saba Habashi. Surur showed 

him angry telegram from King, obviously incited by Onassis 
supporters. Substance was : Stop all this dilly-dallying 
and get on with arbitration agreement. 


Saba argued in reply there had been no delay; Davies and 
advisers had been able only preceding day undertake serious 
study of Saudi proposal; he could, however, say its most 
essential passage, I.e., statement of question to be 
arbitrated, was wholly unsatisfactory; this dealt only with 
King's sovereign power, which ARAMCO says is not in issue; 
there was no provision for consideration basic question as 
to whether ARAMCO concession was violated by Onassis 
agreement; latter was in fact mentioned only once in entire 
document, i.e., where provisions was made that neutral 
arbiter (referee) might not be choses from any country which 
had protested against it. 


surur was impressed and urged Saba persuade Davies reply to 
King in that sense. 


January 20. Davies and advisers prepared caref'ul reply 
elaborating these and other points. It was handed Surur who 
undertook transmit it to King following day. 


Davies and chief advisers returned Dhahran for weekend. King 
sent Davies second crusty message through Bin Jeloul who 
replied, at Davies suggestion that ARAMCO was ready discuss 
government's proposal any time its convenience. 


January °?l. Prince Faisal arrived Jidda from Riyadh spend 
night and flew Catro following morning. We understand he met 
with Surur. 


January 23. Davies and advisers (including Lowell Wadmond who 
had discussed case with Department's legal advisers January 1%) 
returned from Dhahran for scheduled meeting with Surur and 
preparation arbitration papers with SAG negotiators. Again 
Surur cancelled meeting but sent Davies second(revised and 
expanded) draft of terms of reference for arbitration and 

third crusty communication just received from King. 


January 24. Davies fad ARAMCO counterdraft of terms of 
reference submitted to Surur. It is short, clear, forthright 
document in which arbitration tribunal is called upon to decide 
only whether Article 4 of Onassis agreement is "in conflict 
with ARAMCO 's concession". 


Sabg is concerned, and Ray shares his concern, not only 
3 over substance Saudi drafts but also at manner in which matter 
’ 1s being-handled. Secdnd trdft, they say, shows obvious marks 
of English legal drafting and goes beyond question of sovereign 
: power to-implication ARAMCO, in "assigning" to parent companies 
s its right to carry away oil, had violated concession (Article 23). 
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SP Both drafts have been sent. ARAMCO New York together with /é 
C texts communications exchanged between King and Davies. 
WUR a oOU 
L Saba adds he has reliable word from Egypt that English and — 8 S 
SMSA Egyptian lawyers engaged by Onassis have been working up a4 
i case there, and he speculates that second Saudi draft was Fa 
R result this study, also that Faisal on January 21 approved 
{ts communication to ARAMCO; and Ray comments that in 
OCI, exclusive interview given UP Cairo by Onassis January 20 
FOA latter stated SAG would win arbitration not only on 





sovereignty Issue, but on basis facts of case as well. 


(4) I burden Department. with foregoing summary dinry outline, 
which I prepared for discussion yesterday with Ray and which 
he approves, in thought it may assist Department bevter 
follow matter. in case its goes sour. Ray suggests Department 
obtain through Duce texts of documents sent New York 

together with recommendations as to future company action. 
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meO New York together with texts 
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Saba adds he has reliable 
Egyptian lawyers engaged 
case there, and he spec 
result this study, als 
communication to 
exclusive interview 
on sovereignty issue, 


om Egypt that English and 
gssis have been working up 

hat second Saudi draft was 
‘aisal on January 21 approved its 
Ray comments that in 

Cairo by Onassis (#) not only 

n basis facts of case as well. 

(4) I burden De with foregoing summary diary outline, 
which I prepar scussion yesterday with Ray and which 
he approves, in fe) t it may assist Department better 

Tollow matter in case it goes sour. Ray suggests Department 
obtain through Duce texts of. documents sent New York 

together with recommendations as to future company action. 
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EUR PRIORITY : 
Supplementing my telegram 350 January 25. 
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(1) Yesterday January 25, Surur and Davies had short full-dress> 
meeting, 1.e., accompanied by their respective advisers, in N) 
OcL Onassis agreement dispute. It was agreed three advisers each yp 
FOA side should meet as joint blag committee to endeavor harmonize, 
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SAG and ARAMCO drafts of terms of reference for arbitration 
tribunal. Davies xotei ce Ray, Wadman and Habashi; Surur “dis 
private secretary Kutbi, petro eum adviser Tariki and special 
legal consultant Hussein Aunt. 


or pe 


Committee thereupon met and after considerable argument agreed 
ARAMCO contention that order of business be discussion terms 
‘of reference before details arbitral procedures. Committee 
meets again today. 


(2) Kutbi has given Embassy Arab consultant following explana- 
tion second Saudi draft terms of reference which, with ARAMCO 
draft, will be basis committee's diseussions: ; 


@ 
Following SAG announcement December .13 that it would resort ' E 
to arbitration, Surur, with approval Prime Minister Prince Ts 
Faisal, charged Auni with preparing Saudi case, including > 21) 
draft terms of reference. In due course such draft was produgéd’ 
and given Surur who requested comment Foreign Office legal ra 
adviser Ahmad Moussa, also an Egyptian. : 


Latter "rewrote" and so slanted text in favor Onassis that fr 
Surur and Kutbi "smelled collusion". As, however, it had mead=1 
while been approved by Prime Minister, Surur handed it to “Ty 
Davies in course their first meeting January 15. er 


Had ARAMCO negotiations (Kutbi explained) not then insisted Fr 
first item order of business sluld be determination terms of 
reference, Surur would not have produced it at that meetin ng even 
as basis for discussion, especially as Auni was then coilaborating 


with English lawyers, sent Cairo by Onassis, to prepare revised ;— 
text. = 


© 
: Matter text is so-called second omnia draft mentioned 
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SECRET 
-?- 454, January 26, 4 p.m., from Jidda 
reference telegram. Surur had told Muhammad it was brought 
Jidda by Auni January 21. We presume they then obtain 
Faisal approval communicate it to Davies, as was done January 2%. 
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suJect G&TRO NEWSPAFER REPORT ON INTERVIEW WITH ONASSIS. 
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There are enclosed six copies of a clipping from the front page of, | 
iD January 23 issue of the Cairo French. age newspaper, Le Journal aBgiote, 
reporting a talk that Madame Lita G » wife of the paper's owner-e oo 


? 


had with Aristotle ONASSIS during his stay in Cairo, concerning his well- 
known contract for the tanker transport of Saudi Arabian petroleum, 


Madame Gallad quotes Onassis as having answered her request for details 
on his dispute with ARAMCO by saying: “It cannot be said that there is any 
personal dispute between Aramco and me, The truth is that for Aramco it is .° 


a question of principle and that is why it employs such efforts to stop a “fh 
O] 
N 
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development which must proceed to its natural conclusion and put an end to 
situations which no longer respond to the evolution of the times....." 


Madame Gallad reports Onassis as saying that two basic objections to i 
this contract had been made, one relating to the prices and the alleged monopl¥* 
aspect, and the second concerning reputed past relations of Onassis with Israe 
Onassis said that the Saudi Arabian Tanker Co. was prepared to charge the sam 
rates xs those quoted by competing companies; as to the monoply, it did not 0) 
exist, and all that Saudi Arabia asked was a small participation in the trans-Ul 

,, port of petroleun, 85 percent of which was carried by ships belonging to 
, coipanies which had nothing to do vith those holding concessions for the 
production of Saudi Arabian oil. 


As to relations with Israel, Onassis said that reports in arabic papers 
of his ships that had toughed at Israeli ports and of Jews who were his 
associates were false and represented part of a vast propaganda campaign, the 
purpose of which was to portray him in Arabic countries as pro-Zionist and in 
the United States-as anti-Zionist. The article goes on to list certain vessels 
to which Onassis alluded, under the United States, Honduran and Liberian flags, 
and said that these belonged to the United States Petroleum Carriers, Inc., 

(or to an affiliate), and to the American Marine Corporation, and that they 
were chartered by affiliates of ARAMCO. As to the alleged Jewish associates 
of Onassis, the article said three of the four named were American Christians 
and thé fourth, while Jewish, was also an American. 
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APPENDIX 


The tone of the article transmitted is obviously one-sided and is 
consistent with articles in the recent past tending to imply that great 
forces are at work to make difficulties for Onassis because he iared to 
challenge the giant international oil companies. However, there has 
been little publicity about Onassis! visit to Cairo except for the 
article under discussion, 


It is understood thet 4 while ago Aramco arranged for four pages 
of publicity in a magazine in which Madame Gallad is interested, that 
the magazine, however, printed sixteen pages of publicity and billed 
Aramco accordingly, but that the company refused to pay for more than 
four pages. This, apart from any other factor, may not be unrelated to 
\wadame Gallad's devotion to the Onassis viewpoint. 


John Fitzgerald 
Second Secretary of Embassy 


Approved by: 
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Robert M,. Carr 
Counselor for Economic Affairs 
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/ Control: 12485 
Rec! d: January 27, 195 
viddistatodes Gr50 Bt. A. 


To: Secretary of State e O83 
wo: 3304, January 27, 2 p.m. 


SENT ati 3304; REPEATED INFORMATION JIDDA 19, DHAHRAN 17, 


Foreign Office official yesterday asked Embassy Officer to os 
call and said that while Foreign Office extremely appreciative O 
advice rage to ARAMCO by Department re desirability avoiding > 
incidents in vicinity Hadhramant-Dhofar-Saudi boundary (EMBTELs-; 
2896, December 29 and DEPTEL 3433, December 31) HMG fears that nN 
in spite of Department's advice ARAMCO may be planning commence; 
operations below 20 parallel, possibly as far south as 10 

degrees. Official pointed out it important avoid any difficul 3 
in these boundary areas particularly at this time when start 

been made with Buraimi arbitration. He added there are 

several military posts in vicinity and therefore likelihood 


of some incident if ARAMCO should commence operations. 


N 


Official asked if Department could (1) speak again to ARAMCO Pe 
(2) refer to previous British suggestion that ARAMCO stay north; 
of 20 and west of 55 parallels and (3) inquire whether ARAMCO 
actually contemplates moving into area south of 20 degrees and 

if so where. Embassy shares Foreign Office desire avoid incidents 


and hopes Department will be able speak to ARAMCO along lines 
mentioned. 
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a Rec'd January 29, |‘ 
TE FROM; Dhahran 10:20 a.m. 
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10: Secretary of State on 0 
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Re London's A304, January 17 


/2GSe°Vv9Ee 


Of petinyey eg 4SMW jUsumo0g stu 


“Brigadier J. A. Baird, Senior UK Army officer Persian Gulf 

Brea told me he was disturbed lest ARAMCO not realize Sultan ‘ 
jwas ready to have his people eject with violence and if necessary — 
/gunfire any Saudi or ARMACO trespassers on his territory. I asked 





him if he thought or knew where ARAMCO was operating: I did not #&O 
gather he had any idea, but ws simply following the same line © 
as Foreign Office. Ol 
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SUBJECT ONASSIS-ARAMCO DISPUTE INVOLVING TRANSPORT OF SAUDI ARABIAN eI. ye POAVE 
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(60) o 
As of possible interest to the Department, there is enclosed “a a 
Pa) 
a copy of a self-explanatory memorandum on a conversation between N ; 
an Embassy officer and an Egyptian informant concerning talks the = 4 
latter has had with Onassis on the subject of the latter's hl c 
dispute with Aramco over the tanker transport of Saudi Arabian oil, . 
N 
Jghn oe 


Second Secretary of Embassy 
Approved by? 


Ro t M. Carr 
C gelor for Economic Affairs ms saa fff 
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MEMORANDUM 


February 2, 1955 


TO: Mre Carr 

Mr. Fitzgerald 
FROM: Mre We Re Brown 
SUBJECT: Onassis 


Last week I had a conversation with an Egyptian who had told me several 
weeks ago that Onassis was coming to Cairo to attempt to reach a settlement 
with Aramcoe At the time I didn't pay too much attention to the story 
but eventually Onassis did arrive and the purpose of his visit was, as this 
source had stated, to settle with Aramco. 


According to the most recent information I have received, several 
months ago in France, Onassis discussed with Ilhamy HUSSEIN the possibility 
of operating out of Cairo during his attempts to settle with Aramo. 
(TLhamy Hussein, a former wealthy ‘Egyptian business man and land ower 
who was chairman of Egypt's Higher Educational Council and a Royal benevolent 
society under the patronage of Faruk, was arrested for a short period 
following the coup in 1952 because of his palace connections, Since 1953 
he has lived in France sand spent much of his time at Monte Carlo where 
he presumably met Onassis.) Subsequent to his conversations with Hussein, 
Onassis made arrangements to retain Hamid SULTAN and Helmi Baghat BADAWI 
to represent him at the jidda arbitration, Both Sultan and Badawi are 
highly respected Egyptian lawyers who have represented Egypt at the United 
Nations and probably have a greater understanding of international law than 
any other Egyptian lawyers. 


According to my source, who has discussed this matter twice with Onassis 
since his arrival in Cairo, Onassis claims to have made several offers to 
settle with Aramcoe His first offer was to limit his contract for the 
transport of Saudi oil to 25% of all exports but Aramco rejected this settle- 
mente Onassis then offered to cut his share to 20% but Aramco again refused 
his termse It is the reported impression of Onassis, therefore, that Aramco 
is not interested in a compromise settlement but rather intends to cut him 
out of Saudi oil transportation altogether. 


While Onassis is personally directirm the arbitration from Cairo he 
has sent a representative named Caucinas (accurate spelling unknown) to 
the United States to establish contact with Aramco's head officee If the 
United States Government is to be brought directly into the question, it 

| will be through Caucinas in Washingtone 
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Onassis has further contended that the Saudi Government, although 
it is willing to stand by its contract with him, has assumed an attitude 
of virtual neutrality with respect to the dispute. He credits this to the 
fact that Aramco is getting tough and has indirectly threatened to make 
another "Abadan" of Saudi Arabia if the contract is not cancelled. King 
Saud is particularly vulnerable, Onassis claims, because he is more than 
a year overdrawn on his royalties from Aramco, and if this source of 
income ever ceased, a palace revolution would be imminent because many 
of the princes would not tolerate having their income cut off over such a 
question 
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vi Cities Service understood working (Deptel 3433 to London repeated 

Hida 290). Arameo now informs Department it under considerable pressure 
Desired i exploration work south ef Mugehin. 
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In recent talks with Shuekburgh of Foreign Office he emphasised his concern 
over possible developments Dhofar which might lead to active border dispute 
and prejudice smooth working of Buraimi arbitration, Shuekburgh reiterating 
Foreign Office request contained London's 3304 stated Sultan who has severel 
militery outposts in region fully determined defend himself against another 
Turki-type expedition and implied HMG would encourage him do so, We informed 





Shuckburgh matter under consideration adding Aramco not entirely free agent 
in this matter oof Ahat representations from US to SAG might be most effective 
step. 

In view foregoing Department feels you should seek opportunity discuss 
this subject fully and frankly with Faisal, end later with King, if you 
consider desirable . along following lines: 

QUOTE £1) We most anxious avoid unpleasant incident and new dispute between 
two Arab friends, While we attach as always deepest importance to continued 
cordial relatiens with SAG we cannot ignore old W friendship for Museat whieh 
we have considered independent sovereign power since treaty 1833, (Showla 
Sendis appear believe there has been coordination between US, UK and Sultan 
this matter you would state emphatically such not (repeat not) ease and that 
Us concern arises solely from desire avoid unpleasant ineident which could 
involve US citizens acting for tvo US ofl companies under concessions granted 
by SAG and Mnsoat.) 

' €2) Yor muber of years ve have been avare of Sultan's clains in Bhefar 
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as far north as edge Great Sands. These claims have become formalized and for | 
some time Sultan has maintained military outpost at Mugshin. 

(3) Evidence available to us suggests tribes inhabiting wadis and plains 
of Dhofar as far north as Mugshin and Ghanim sands owe allegiance to Sulten 
Museat, Accordingly presence Cities Service drilling teams in Mugk Mugsehin 
ech Seemed to us reasonable exercise Sultan's prerogatives based on - 
past history. 

(4) We hope southern boundary question can remain undisturbed until 
completion Bureimi arbitration, At that time it would appear appropriate for 
SAG te necetiiate settlement Dhofar and perhaps other boundary questions, 
ia: west hare Silke nevthd the deew Giilinct wextiontent Sastdack aud ithe’ 
injecting Ameriean oil personnel into situations where such incidents likely 
UNQUOTE. 

If you concur general principles foregoing approach you are authorised 
hake representations as you consider appropriate, However, if you believe 
approach showld be different in any important respect your views should be 
reported. 

FYI: Department informing Aramoo our concern over situation reiterating 
eur hepe Aranco working parties will confine activity to deep sands Rub al 


Khali and avoid Mugshin. 
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SENT hata 4466, REPEATED INFORMATION JIDDA 22, DHAHRAN 20, 
ADEN 6. 


We told Foreign Office informally today that we had learned 
Department was (1) disturbed at possibility SAG might be planning 
make use of ARAMCO to advance Saudi boundary claims in South 


eumiey eg ISTH ZUeMMOOT STUL 


with likelihood of clash, (2) believed representations to SAG = 
on part USG might be effective, and (3) had sent draft instruc- (6) 
tions in this sense to Ambassador Wadsworth for appropriate > 
action or comment. We added Department was reiterating to Pi 

ARAMCO it's concern over situation. We did not discuss de- ne) 
tails of Department telegram 2988, February 3 with Foreign Ol 
Office, particularly first and second paragraphs or details of Oo 
proposed line that Embassy Jidda might take with Saudis or that HA 
Department might take with ARAMCO. nN 
Foreign Office official expressed great appreciation for this S 
information. He said HMG has now replied to Saudi protest re K 
presence IPC Party in vicinity Thamut in North Hadhramant ol 
(EMBTELs 2824, December 2 B96 , December 29 and 319%, January ¢; 


20). Unlike British reply ” (EMBTEL 3193) to Saudi protest re 
Mugshin, which.had been that Mugshin was within territory of 
Sultan Muscat and that Sultan was prepared to resist any incursion 
into his territory, reply re Thamut was limited to simple 
assertion this place within territory of Eastern Aden protector 
Zone. Nothing further has been heard from SAG re either these 


inc idens&s or that involving Qatar (EMBTEL 3193). 
or 
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We told Foreign Office informally today that we had learned: 
Department was (1) disturbed at possibility SAG might be planning »,\ 
make use of JRAMCO to advance Saudi boundary claims in South 5 
with likeliho@ @&\clash, (2) believed representations to SAG 

on part USG. mig t, effective, and (43) had sent draft instruc- 
tions in this Sep Bp Ambassador Wadsworth for appropriate 
action or commen ° 
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Muscat and that Sultan was prepared to resist any incursion into hy. 
his territory, reply re Thamut was limited to simple assertion 
this place within territory of Eastern Aden protector Zone. Nothing 
further has been heard from SAG re either these incidents or that ™\A 
involving Qatar (EMBTEL 3193). 
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SMSA My telegram 354 January 26 re Onassis dispute. 
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(1) Scene again shifted Riyadh with King's return from 
OC1L, Qatar February 1. Davies had brief audience Dhahran and 
FOS drew some satisfaction from King's recognition ARAMCO not 
(repeat not) dilly dallying. 


Onassis arrived here from Cairo January 31, met with Alli Rizag 
and Prince Abdullah Faisal, (Prince Faisal, with Deputy 
Foreign Minister Yassin, being still in Cairo) and flew \ 
Riyadh February 4 on King! 3 summons. 

ARAMCO hegotiators had last of several discussions re 
arbitration terms with Ministry of Finance representatives 
February 3, following which former returned Dhahran; and 
Minister of Finance Surur flew Riyadh purportedly pleased 
substantial agreement reached re arbitration procedures, 
although definition of issue to be arbitrated still not 
settled. 
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(2) Surur proposed submit latter issue to King. ARAMCO's 
position remains unchanged, i.e. that basic issue is 33 
whether Article 4 of Onassis agreemént is in conflict rt ee 
with ARAMCO concession. Saudi negotiators continued ‘ 
insist that basic question was whether anything in Articles oe 
1 and 22 of concession prevents SAG from exercising right = 
to regulate transportation of exports from country and 
grant priority to Saudi flag vessels in transportation all 
or part such exports, more specliically oil. 


@) 
(3) In talks with Surur and ARAMCO representatives, I a 
have gathered that parallel negotiations re ARAMCO-SAG 4] 
pricing dispute also made some progress. According Surur, 

two difficult points “require further study: How protect 

SAG against arbitrary "cartel-dictated" reduction in a 
posted Persian Gulf prices; and how protect ARAMCO off- ~ 
takers and transportation companies against taxation with- = 
out sacrificing principle of sovereignty. On latter point, OQ 
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parent companies' position is that, under fifty-fifty 
principle, entire SAG tax take from oil operations should 
be from ARAMCO only. 


Two additional points mentioned by ARAMCO are: SAG demand 
for more favorable preferential prices for products con- 
sumed in Saudi Arabia; and ARAMCO desire obtain SAG declara- 
tion withdrawing certain of demands included in original 
January 1952 eleven point agenda dealing respectively with 
royalty in event suspension of production, exploitation 

of new fields, and relinquishment of half concession area 

in five years. 


I gathered too, notably in two hour friendly tour d'hortzon 
with Surur, that these and Onassis issues are closely 
associated in his thinking and that he feels need new 

royal directives. Other subjects our discussion are reported 
my telegrams 473 and 474. He was also most helpful in elu- 
cidating confusing elements new SAG budget re which Embassy 
will submit detailed report shortly. 
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My dear Mr. Secretary: ; 71@A 
-— rQ.' : ee é 
Qn September 7, 195), we receiWed a classified camunica- 
tion fram Mr. John D. Jernegan, Acting Assistant Secretary, advising 
us of the views of the National Security Council with respect to the 
Qnassis—Saudi Arabian oil agreement and the policy of this Government 
with relation to it. 


This information is of value to the Department because of 
the litigation it is now conducting against Massis and his affiliated 
companies. It appears, however, that the information is of even greater 
importance to the Maritime Administratim which originally referred the 
matters in litigatiom to the Department and which, fran time to time, 
passes upon matters involving the Massis shipping interests. 


Recently, for example, the Maritime Administration was 
called upon to decide whether to approve the transfer to foreign 
flag operation of a very large tanker castructed in an American 
shipyard for an Massis campany. The information contained in the 
letter in question appeared to us extremely pertinent to this deci- 
sion. Qur canmunicatios with the Maritime Administration, however, 
have made clear to us that it does not have this information, 
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In oral conversations with members of your staff, Department 
of Justice representatives have informally requested that it be 
authorized to disclose the letter of September 7th to Maritime Admin- 
istratio. Since similar problems requiring expeditious action may 
be presented to the Maritime Administration in the future, I strongly 
urge that the necessary clearance be given for making this letter 
available to the Maritime administratim. 


OW /SO 


| | Yours very truly, 


—— + WARREN E, BURGER s 
Assistant Attorney General : 


At. ccs Mr. Louis S. Rothschild 
Maritime Administrator 
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Ver the Seoretary ef State: 
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Close friend Embassy's Arab consultant brought hi Z 

i yesterday following story from inner palace circfe at 

OCLC Riyadh: are 
During last week of January Onassis met with P IMIN-: = 


as follows: aad 
seer 
He would sell SAG his entire tanker fleet numbering 29 


vessels at present value of $157 million, payable in 
annual installments $15 million from ARAMCO oil royalties 
and, should SAG so desire, would himself operate his 
Saudi fleet at competitive rates for 30 years, at end 

of which period final accounting for operating profits 


would be made, he to have two thirds net profit and SAG 
one third. 


Of peumiey eg 3SNN 3 
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Faisal who has always been attracted by idea of tanker 
fleet under Saudi flag, was keenly interested and arranged 
that Onassis discuss proposal with Minister Finance Surur 
.n Jidda, as was done on 2 February. 


Surur was non-committal, except to say proposal would 


require considerable study, and reported its substance 
directly to King. 


King, it must be presumed, was also interested because 


he ordered Surur arrange Onassis immediate presence in WM 
Riyadh, where he now is. 


Source avers proposal known to only half dozen persons B 
sO asks extreme discretion its use. Does Department wishtt 


me inform Davies in strict confidence? I would not wish =< ‘ 
him first learn of it from Duce. ” 
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DEPARTMENT OF STATE 
Memorandum of Conversation 
DATE: February 8, 1955 
SUBJECT: Cities Service's Activity in Dhofar. Ji 


PARTICIPANTS: Mr. Restori, Assistant Manager, Government Relations Department, 
Cities Service Company 


NE - Mr. Hart 
NE - Mr. Fritzlan 


COPIES TO: NEA, NE, OLI(2), Jidda, London, Dhahran, Aden 
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hs 
a Mr. Restori presented the Department several copies of a map of the ) 
- Arabian Peninsula showing the extent of Cities Service's concession for 
ny) »  o41 exploration in Dhofar as awarded by the Sultan of Muscat. He pointed 
NO out that the northern limit of the concession was slightly to the north of 
the edge of Great Sands of Rub al-Khali. He added that the Sultan was 
Ao understood to have territorial claims extending considerably into the 
Rub al-Khali itself and pointed out the location of the Cities Service 
test well, about 40 miles north east of Shishir Oasis. He referred to 
the fact that the Sultan maintained military outposts at Shishir Oasis 
and at Mugshin Oasis and his understanding that the Sultan intended to 


use these forces to resist any encroachment into his territory on the 
part of Saudi Arabian forces, 


—. 


Mr. Hart stated we were not ummindful of the possibility of a boundary 
dispute between Saudi Arabia and Muscat over the northern frontier of Dhofar. 
While it was not our function to settle this question, we were well am 5 | 
of the Sultan's claims and had in the past taken the position that 


weight of evidence favored his claims in Dhofar to the edge of the aa 
Sands, SS i 


- Mr. Restori then reverted to the question of U. S. consuler and [7] 
Eerie jurisdiction over Dhofar, reiterating a suggestion made éar- 
pee = these responsibilities be transferred from the Consulate General 
~__ Tpahren to the Consulate at Aden. He said the Sultan had informed his 
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company that he preferred such an arrangement, and added that his concern 
probably arose from a fear that the Consul General at Dhahran would be 
inclined to take a pro-Saudi attitude in relation to any problems between 
Saudi Arabia and Muscat which may develop. Mr. Hart said we had already 
taken action looking to implementation of a suggestion that the Consul at 
Aden be permitted to carry out certain routine consular functions on behalf 
of Cities Service or any other American activity in Dhofar. However, wu 

Saw no reason to change the present arrangement under which diplomatic 
relations between us and the Sultan are conducted through the Consul General 
at Dhahran. We could not accept the validity of the Sultan's argument on 
the question of bias or prejudice of the Consul General. Furthermore, the 
British Political Resident for the Persian Gulf, who had certain informal 
jurisdiction over Muscati affairs, had his headquarters in Bahrein, Our 
Consul General at Dhahran was generally considered his opposite number. 

It was therefore proper that the Consul General continue to have Muscat 
within his district. Mr. Restori inquired if we would be prepared to change 
this situation should the British decide to divorce the duties of the Political 
Resident from Muscati affairs. Mr. Hart said we would always be prepared to 
re-examine the present arrangement in the light of any future development. 


Finally, Mr. Restori touched on the position of the Imam of Oman, and 
Mr. Hart gave a brief historical review of the relationship between the Iman, 
the Sultan and outside powers. He stated that both we and the British 
recognized the Sultan as Sultan of Muscat and Oman, although we have been 
aware for some time that the Sultan's authority in the interior of Oman was 
more a matter of fiction than of reality. Mr. Hart recalled Mr. Whetsel's 
recent statement that the Imam had a short time ago visited the Sultan in 
Salala. It was our opinion that this visit was not without considerable 
Significance. In view of IPC activity during the past year within Oman and 
their present plans to drill a test well in that area, it would seem pesakble 
that the Sultan and Imam have come to an arrangement on the question of 
division of oil royalties, 


Mr. Restori touched briefly on recent Cities Service activity in Dhofar. 
He said heavy drilling equipment had recently been unloaded on the beach at 
Salala and was en route to the test well location. The road from Salala was 
in fairly good condition, having recently been considerably improved by 
Cities Service. The company was to start drilling operations in April. 
Their geologists had found very interesting structures in the northern part 
of Dhofar which they had every reason to suppose contained oil. It was his 
opinion that, if their estimates proved correct, oil deposits in Dhofar may 
possibly proven to exist in the magnitude of those of Saudi Arabia. He 
alluded the possible strategic importance of the discovery of oil in 
Dhofar, mentioning the easy access to Salala and its proximity to the 
refinery in Aden. 
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Mr. Case had just returned from a trip to the Near East and Far 
East and wished to review with the Department some of the current 
problems facing the oil industry. He was particularly concerned about 
the situation in Saudi Arabia. He understood the sovereignty issue 
had been injected by the Saudis into the question to be arbitrated 
arising from the dispute over the Onassis agreement. He had never 
favored the arbitration idea because of strong likelihood of Aramco ™ 
losing and he thought if the Saudi Government were successful in 
including the sovereignty question in the terms of reference the 
case would most certainly go against Aramco. In his own opinion the 
Saudi Government was prepared to take an increasingly harsh attitude 
toward Aramco and he did not rule out the possibility of the Saudis 
attempting to expropriate Aramco's properties and attempting to make 
other arrangements for the production of 011. In this cémmection, he 
suggested the possibility that some of the King's wily and devious 
advisers might be trying to bring about the downfall of King Saud for 
purposes which would serve their own ends, This, in his opinion, could 
conceivably account for some of the extravagant and extreme positions 
assumed by such advisers. He foresaw no limit to the amount ‘of trouble 
Aramco would experience in Saudi Arabia unless the U. S. Government took ~- 
a firm line with the Saudi Government. Failure to take a strong 
positien could result in repetition of the Iranian case which waa to be . 
avoided at all cost. He wondered to what extent the U. S. Goveftim 
would be prepared to back Aramco, : 
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There was sqme discussion of the likelihood of the Saudi 
Govermment being able to make an arrangement under which oil could 
be produced and marketed following a situation where there might be 
expropriation of Aramco's properties. It was generally agreed that 
this would be a most difficult task but the possibility of achievireg 
it, through the use of experts from Russia and satellite countries, 
was not entirely ruled out. 


In reply to Mr. Case's question, Mr. Hart said he personally 
believed the U. S. Govermment would continue to give Aramco strong 
support as in fact it had been giving throughout the Onassis matter. 
This did not necessarily mean in the final analysis we could prevent 
expropriation and nationalization if the Saudi Government were bent 
on carrying out such an extreme policy. However, it would probably 
mean that we would take no steps to make good any losses or deficiencies 
suffered by Saudi Arabia as in fact we had done in the case of Iran. 
The internal political conditions in the two countries and their 
geographic location were entirely different and Mr. Hart could see no 
reason why weslnuld feel impelled to "bail out" Saudi Arabia in the 
event she took the extreme action indicated, 


Mr. Case seemed satisfied with Mr. Hart's reply which he understood 
to be a personal opinion and not necessarily a Departmental position. 
He reiterated that, as far as Socony among the parent companies of 
Aramco was concerned, every effort would be made to insure that the 
company stood firm against any encroachment of its rights in Saudi 
Arabia. 


Reverting to the question of the Onassis agreement and the Saudi 
desire for a Saudi-registered tanker fleet, Mr. Case suggested that 
Aramco might profitably endeavor to make use of the services of a 
really "honest" ship—owner who would be prepared to place some tankers 
under Saudi registry. The question of incentive, he added, would have 
to be dealt with by Aramco making such an arrangement "attractive" to 
the ship-owner, 
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Memorandum of Conversation 


DATE: February 9, 195* 


SUBJECT: Onassis Case 
PARTICIPANTS: Mr. John Case, Vice President, Socony Vacuum Oil Co. 
Rear Adm. Thos. J. Kelly (Ret.) Local kepresentative, Socony Vac. Oil Co. 


O~_#) 
NEA - Mr. George V. Allen % \e 


NE - Mr. Dorsey 
COPIES TO: 
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Mr. Case, who had seen Mr. Allen at the Embassy in New Delhi, called to pay iN 
his respects on the occasion of the assumption of his new duties. The first part ~ 
of his call was devoted to the exchange of pleasantries and incidental remarks N 
concerning present conditions in India. I 


Mr. Case then turned to recent developments in the Onassis case which he out- 
lined to Mr. Allen, emphasizing the fact that the parent companies were determined (yj 
to resis t arbitration on any issue other than whether the agreement was a violation 
of the concession. His remarks closely followed those contained in his previous 
meeting with Messrs. Hart, Dorsey, Gay, Fritzlan and Eakens, and involved no 
additional points. (See Memorandum of Conversation dated February 9, 1955, preparedQ) 
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FROM: J idda | aes a. 
To: Secretary of State 


mo: 384, February 10, 10 a.m. 


MYTEL 380, February 8. 


(1) Private Secretary Ministry Finance yesterday confirmed 
to Embassy Arab consultant Onassis offer Toporten reference 
telegram and added: Offer was discussed in Riyadh. King 


said it can be taken into consideration, but let us await 
result arbitration; Onassis then asked for letter saying SAG 
would consider his offer, and it was given him. 


(2) Same source, after confirming also Onassis return to 
Jidda, said he planned either fly Cairo today to consult 
Prince Faisal or await latter's return here if imminent. 
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rm (1) Private Secr % Gonsultant Onassis offer reported 
reference telegr : Offer was discussed in Riyadh. 
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PRIORITY 


SENT DEPARTMENT 4046; REPEATED INFORMATTON JIDDA 4, DHAHRAN 2] 
ADEN UNNUMBERED. 


Nroretgn Office yesterday reverted to situation along Hadhramaut- 
Dhofar-SGaudi border and expressed concern at possibility that 
ARAMCO, at request SAG, may be planning commence operations tr 
region Official reiterated hope incident can be avoided. 
Kmbassy undertook inform Devartment but did not mention Jidda's 
telegram 4°60, February 10, nor have we discussed with Foreign 
Office either Jidda's 494 or Department telegram 4195, both 
received subsequent to conversation. 
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kmbassy would appreciate instructions as to what say to Foreign 
Office. Department will recall Foreign Office has been told 
(EMBTEL 4466, February 4+) that Department was disturbed at 
Situation and was considering representations to SAG, also that 
Department was going to discuss matter again with ARAMCO. We 
understand from Foreign Office that similar information was 
given British Embassy Washington by Department We have not 
learned results of Department's representations to ARAMCO although 
we note from Department telegram 4195 that Department has for 
moment acceded to Ambassador Wadsworth's suggestion that issue 
should not be raised with SAC. Embassy recommends that if Depart-% 
ment has not already done so it should speak to ARAMCO along line 
indicated final paragraph Department telegram 3988 February 3 as'~ 
amended by Department telegram 4059 of February 8, i.e. by — 
reiterating Department's hope that ARAMCO working parties wile, 
confine activities to deep sands of Rubal Khali and avoid any 


areas where disputed boundary conditions could produce unplea kh 
incident, 


Ta) 
on 
[op 
1 
Kmbassy also recommends in view new Foreign Office approach es 
that Department reconsider question of making representations 


SAG along lines of Department telegram 3988 as amended by Dep - 
ment 405° 


In any event Embassy recommends it be authorized to inform For I~ 
Office in following sense: = 


1, US continues share British concern and remains anxious avoid QO 
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-0- 4646 February 17 4 p.m., from London 


{neidents; 
. Department has again spoken to ARAMCO (with some indication 
of result of seomeneek ioe (3 


5. Ambassador Wadsworth, on basis frequent discussions with 
ARAMCO officials in recent weeks. has reported; 


(A) ARAMCO has no reason believe SAG contemplating coup in 
northern Dhofar or Hadhramaut similar to 1952 occupation of 
Buraimi (paragraph 1 Jidda's 386); 


(B) ARAMCO most definitely wishes avoid involvement international 
border disputes (paragraph 5 Jidda's 386); 


(C) ARAMCO has informed SAG its present exploration program makes 
no provision for sending parties into area along Dhofar and 
Hadhramaut boundaries north of 1935 Faud Hamza line and has also 
told SAG that in any event geological parties could not be used 
to activate boundary questions. With respect to (C) it would be 
very helpful, sas suggested EMBTEL 3304 January 27, 1f Embassy 
could inform Foreign Office exactly where ARAMCO does contemplate 
operating in area south of twentieth parallel. As far 1935 Saudi 
claim (Faud Hamza line) 1s concerned Embassy is quite confident 
ed Yusuf Yasin 1s mistaken in thinking British recognize such 
claim. 


With regard to Ambassador Wadsworth's tentative suggestion (pare- 
graph + Jidde 386) that some arrangement be worked out whereby 
ARAMCO would stay north and other companies would stay south of 
limit of Great Sands, 1.e. north and south respectively of certain 
specific parallels of latitude, Embassy believes this suggestion 
has considerable merit but would like further details before dis- 
cussing 1t with Foreign Office. Embassy recalls in this ‘connection 
that a similar suggestion put forward by Ambassador Wadsworth in 
connection with Buraimi dispute last spring was eventually 
incorporated in arbitration agreement. 


With reference in paragraph 3% of Jidda's 386 to "60" Saudi guards 
Embassy Jidda may wish to note this figure result of telegraphic 


garble later corrected "6". 
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British Embassy informed February 17 reports from Jidda indicate $@ 
pressure on Aramco vaxtertake operations vicinity Dhofar and Hedramaut . pider 


ably exaggerated. —a also gave Embassy officer substance a me 3 
VS ba 


at 


Jidda and he seemed quite satisfied, 
Embassy may convey Foreign Office points 1, 2 and 3(a) and (b) reftel. 
However doubt 3(c) as stated would be clear. Suggest instead "Aramco has 
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parties into aren Cities Service operation Dhofer and IFC operation Hadrembnxt 
and also in any event geological parties could not be used activate boundary 1 
questions," 
—— Re Point 2: Department has again spoken to Aramco (along lines last 
(Offices peragraph Deptel 349 vadda). Aramco representative made no coument, 
Department, net convinced wash yasee now giving British detals Aranee 
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Classification 


Department believes idea ef some division southern disputed area for oil 
operations worth careful consideration, Division suggested in Jidda's 394 
however would require Cities Service abandon its present operation Dhofar 
which Department does not feel able advise. 
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Kmbassy has querted Foreign Office re statement made by ARAMCO 

representative January 25 to British Oharge Phillips (paragraph 5 
Jidda's 386 February 10) concerning ARAMCO exploration policy '. 
but Foreign Office says it has received no report of such state- 
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TO: Secretary of State g e Da 
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H NO; 109, Febr lary 4 mn s,m. ca 
Reference: Onassis Dispute. 


ARAMCO Board Chairman Davies and SAG Minister Fiuaiics Surur 3igned 
srbitration agreement February 23. Text sent ARAMCO New York. 
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U.S. DEPARTMENT OF COMMERCE 
MARITIME ADMINISTRATION 
WASHINGTON 25. D.C. 


MARITIME ADMINISTRATION 
AND REFER TO FILE NO. 


eealgene minh ae February 24, 1955 


Mre John W. Mann, Shipping Adviser 
Office of Transport and Communication 
Department of State - Room 800 

State Annex No. 7 

Washington 25, D. C. 


Dear Sir: 


Reference is made to your conversatien with Mr. Vernon b. 
Nightingale of this office on February 24, wes, relative to the 
shipping interests of Aristotle Socrates Onassis. Information avail- 
able to this office indicates the following companies and vessels as 
being, owned by Mr. Onassis. 


Onassis, Aristotle S. == Ownership and flag not yet decidede 


Olympic Honour Olympic Snow 
Olympic Ice Olympic Splendour 
Olympic Rock Olympic Valour Cu 
00 
Balleneros Ltd., S.A. -- Panamanian Flag. u. 
b. 
Olympic Cruiser Olympic Leader \e 
Olympic Explorer Olympic Promoter N 
O] 
-- Honduran Flag. Oi 
; ON 
Olympic Arrow Olympic Runner ee ~N 
Olympic Champion Olympic Victor ae Nn 
Olympic Chaser Olympic Hunter I 
Olympic Conqueror Olympic Rider i\ 
Olympic Fighter Olympic Tracer aS 
Olympic Lightning Olympic Winner : Oi 
‘ - Oo} 


Mre John W. Mann -2 February 24 LQ55 


Colon Maritime, S.A», Panama -- Iinder Honduran Flay. 
Troy 
Corrientes Soce Mar., SeA. -- Panamanian F lage 


Olympic Mariner 


Oceanic Transport Corp. -- Liberian Flage 
General Artigas General Rivera 


Olympic Oil Lines Panama, S.A. -- Under Hondurm Flag. 
Olympic Laurel Olympic Flame 


Olympic Star Olympic Thunder 
Olympic Torch 


Olympic Transportation Co. -- Liberian Flag. 


Olympic Cloud Olympic Hill 
Olympic Light Olympic Valley 
Olympic Mountain Olympic Wind 


Olympic Whaling Coe, S.A. -- Panamanian Flage 
Olympic Challenger 


Palmas Transportation Co. -- Liberian Flage 
Tina Onassis Olympic Storm 


Soce Armadora Aristomenis Panama, S.A. -- Under Hondurm Flage 
Aristidis Aristotelis 


Soce Industrial Maritima Financiera Ariona Panama, S.A. 
-- Panamanian Flare 


Calliroy Merope 
Soc.e Mare Miraflores, Ltda.-- Under Honduran Flage 


Omiros Ariston 
Aristophanes 


Transatlantica Financiera Industrial, S.A. -- Under Panamanian Flag. 


Socrates 


Mre John iv. Mann -3 February 24, 1055 


Information available to this office indicates Mr. Cnassis is 
associated with the following ship-owning companies: 


U.S. Petroleum Carriers, Ince -- U.S. Fla ge 
Arickaree Camp Nemanu 
Battle Rock Fort Bridger 
Camas Meadows Lake George 


Stony Point 


Trefalgar S.S. Corp. W- UC. Flage 


Federal Republic 
Victory Carriers, Ince W- U.S. Flage 

Ames Victory Longview Victory 

Coe Victory Mankato Victory 


Coeur d'Alene Victory Northwestern Victory 
Jefferson City Victory Heywood Broun 


Lewis Emery, Jre 


Western Tankers, Ince “- U.S. Flage 
McKittrick Hills William AJM. Burden 
Montebello Hills Olympic Games 


Information available to this office discloses an association 
between the following two individuals and their ships. The degree of 
association is not known. 


Konialidis, Nicolas a 
Extramar Panama, S.A. -- Panamanien Flage 


Alba 
Embiricos, Maris A. (Appears to be under Greek Flag.) 
Petali 


Cias Centauro de Vapores, S.A. -- Fanamenian Flap. 


Centauro 


Ciae Siram de Vapores, S.A. -- Fanamanian Flage 


Siream 


Mre John W. Mann ~“ February 24, 1955 


It is hoped the above information will be of assistance to you, 
and should there be any further assistance you desire from this office 
pleast do not hesitate to call upon us. 


Very truly yours, 
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boundary question as outlined Department telegram 4297. 0) 
Official expressed great appreciation and stated he quite > x 
understood Department's position. He thought some word . ot 
from US Government to SAG might "tip balance” at some critical Nn” 
moment but said in view of circumstances HMG would not press ge 
for any action by US Gevernment at present. Cy) 
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- 
Re psragreph 4 reference telegram, since Foreign Office has ~ i 
shown no further interest in learning details of Aramco's plans 2 
htiassy belleves it not necessary for Department give further “thew 
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sumec!t TRANSMITTING TEXT OF MEMORANDUM LEFT WITH FOREIGN OFF ICE A 
DHOFAR-HADHRAMAUT BQUNDARY or i 












On February 25th an officer of the Embassy called at the 
Foreign Office and handed a Memorandum, of which a copy & en- 
closed, to Mr. L.A.C. FRY, Head of the Eastern Department, re- 
garding the Dhofar-Hadhramaut boundary as outlined in the 


Department's telegram under reference. 


04 patinyay ag 


As stated in the Embassy's telegram 3757 of February 25th, 


Mr. Fry expressed great appreciation for this information and 


indicated that the British Government would not ask the United 


SSGGe-2/eSSe°v98sE 


States to take any further action in the premises for the time 
being. 


I the Ambassador: 


a ae eee ie 
Evan M. Wilson oa 
C First Secretary of Embassy 


Ul! 


i oelanindas :One Copy of Memorandum 
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MEMORANDUM February 21, 1955 


un February 17, 1955 the Vepartment of utate informed the 
British Embassy in .ashington that according to the American 
Embassy at Jidda certain recent reports to the effect that the 
Saudi Arabian Government is putting pressure on Aramco to under- 
take operations in the vicinity of Dhofar and the Hadhramaut are 
considerably exaggerated. The British Embassy was also informed 
that Ambassador ‘Wadsworth had advised the Lepartment of State 
that in the circumstances he doubted the desirability of his 
raising the matter with the Saudi Arabian Government for the time 
being and that the Department concurred. The Department, however,. 
had told Ambassador Wadsworth that should he have any evidence 
of an intention on the part of the Saudis to undertake an opera- 
tion against Mugshin or make use of Aramco to bolster Saudis 
claims in border areas where the authority and control of the 
Saudi Arabian Government appeared to be contested he should in- 
form the Department immediately. 


The American smbassy at London h:.s been authorized, in dis- 
cussing the foregoing with the Foreign Office, to convey the 
foilowing to the Foreign Office: 


a. The United States continues to share the concern 
of the United Kingdom with respect to this subject and 
remains anxious to avoid any incidents. 


b. The VLepartment has again spoken to Aramco, out- 
lining its concern over the situation and reiterating its 
hope that Aramco working parties will confine their 
activities to the Deep Sards of the Rub al Khali and avoid 
any areas where disputed boundary conditions could produce 
an unpleasant incident. 


c. Ambassador Wadwort!, on the basis of frequent dis- 
cussions in recent weeks with Aramco officials, has reported, 
first, that Aramco has no reason to believe that the Saudi 
Arab Government is contemplating a coup in Northern Dhofar 
or the Hadhramaut similar to the occupation of the Buraimi 
oasis in 1952; second, that Aramco most definitely wishes 
to avoid becoming involved in border disputes; and third, 
that Aramco has informed the Saudi Arab Government that 
ite present exploration program makes no provision for 
sending parties into the area of the Cities Service opera- 
tion in Dhofar or the Iraq Petroleum operation in the 


/Hadhramaut 


SECRET 


jar? 


onCRLT 


ates 


Hadhramaut and hés also informed the Saudi Arab Government 
that in any event geological parties could not be used to 
activate boundary questions. 


Aith respect to the final point above, the Vepartment of 
otate has told the Embassy that it may inform the Foreign Office 
that our understanding is that Aramco's operations in the South 
are confined to the Great Sands of rub al Khali and are not plan- 


ned near Wadi-Mugshin. 


SECKLT 
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EO fice Memorandum * UNITED STATES GOVERNMENT 


TO : NE - For the Files DATE: March 10, 1955 
FROM : NE - A. David Fritzlen uh - 
SUBJECT: 


On March 10 Mr. Duce informed Mr. Fritzlan that during 
his recent trip to Egypt, Talib ibn Ali, brother of the Imam 
of Oman, contacted Aramco in a sub rosa manner and inquired 
if Aramco woud be interested in an oil concession for Oman. 
Mr. Duce stated Aramco had replied that it was at present 
busy with its concession in Saudi Arabia. 


ce: Jidda,Dhahran 
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prefaps and went straight to room of Bechtel employee Qougil; a 
Ded, Clepfer whom they found drinking with two Saudis. Latter N« 
being apparently subcontractors for ARAMCO. The three taken gi = 
to Khobar for sobriety test and later jailed. Shortly Ol & 
thereafter group of religious leaders appeared at prefabs W ., 
and went to same room where allegedly they found one or aa 2 
more bottles presumed to contain alcoholic liquids. N F 
1 
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Lhat both police and religious leaders went, directly to Ol 
Lhe one room. Ol 
Bechtel has informed police CUlepper is dismissed. 
Presumably they hope f'or his release and return to United 
obates. 
\ 
i 4. No request for action had been made of me. Information 
received yesterday. Propose try to see Amir today or tomor- 
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time of talk with Amir. 
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From Jidda, Saudi Arabia 


ARBITRATION AGREEMENT 


Agreement dated 23, February 1955, corresponding to 1, Rajab 137), 
between the Government of Saudi Arabia, herein-after referred to as "the 
Government" and the Arabian American 0i1l Company, hereinafter referred to 
as "Aramco": 


WI TNESSETH : 


WHEREAS, on the kth Safar 1352, corresponding to the 29th May 1933, arm 
agreement was signed between the Government and Aramco's assignor, duly rati- 
fied by Royal Decree No. 1135, issued on the lth Rabie Awal 1352, correspond 
ing to the 7th July 19333; subsequently other agreements were made between the 
Govermment and Aramco from time to times and any reference, therefore, to the 
"Aramco Concession Agreement" herein shall include all agreements; 


WHEREAS, an agreement dated 15 Jumad Al Awal 1373, corresponding to 20th 
January 195), was made between the Government and Mr. A. S. Onassis; and that 
agreement, as amended by two letters dated  Shaban 1373, corresponding to 
7 April 195k, from Mr. Onassis. to the Government, duly ratified by Royal Decree 
No. 6/5/3/5737, issued on 6 Shaban 1373, corresponding to 9 April 195), and 
was published in Umm Al Qura on 10 Shawal 1373, corresponding to 11 June 195); 


WHEREAS, the Government has requested Aramco to implement the Onassis 
agreement, and Aramco claims that Article ); of the said Onassis agreement as 
amended conflicts with the Aramco Concession Agreement, and thereby a dispute 
has arizen between the Government and Aramco as to the rights and responsibili- 
ties of the Government and Aramoo under the Aramco Concession Agreement, and as 
to the true interpretation of the Aramco Concession Agreement; 


WHEREAS, the Government and Aramco have failed to settle this dispute in 
any other manner; 


WHEREAS, the Government, on 15th Jamad Al Thani 137 corresponding to 8 
February 1955, notified Aramco of the appointment of the Government's Arbi- 
trator, and requested Aramco to appoint Aramco's Arbitrator within thirty days 
thereafter; 


WHEREAS, the Government and Aramco state that (1) they respect all the 
obligations which they have undertaken and now undertake, (2) the Government 
and Aramco have never entertained the thought that they would not be Bound by 
the agreements they have made and now make with one another, and (3) agree 
that neither the agreement on the part of the Government and Aramco to 
arbitrate the dispute herein pursuant to Article 31 of the Aramco Concession 
Agreement fior the arbitration itself includds or involves the right of sover— 
eignty of the Government; and 


WHEREAS, following the traditions of friendship and good will, and in 
compliance with the provisions of Article 31 of the Aramco Concession Agreement; 
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NOW, THEREFORE, the Parties agree as follows: 
ARTICLE I 


1. The Arbitration Tribunal in this proceeding shall consist of two 
Arbitrators, one of whom shall be chosen by each Party, and a Referee who shall 
be chosen by the Arbitrators. The first meeting of the Arbitrators shall be 
held in Geneva, Switzerland. In the event of the Arbitrators failing to agree 
upon a Referee within thirty days after their first meeting, which first meet— 
ing shall be within seven days after the appointment of both Arbitrators, or 
within seven days after the signing of this agreement, which ever date shall 

be the later, the Government and Aramco shall, in agreement, appoint a Referee 
as soon as possible. In the event the Arbitrators are unable to agree upon a 
Referee, each Party will appoint a representative who will devote full time to 
the selection and nomination of a Referee at the earliest possible opportunity. 


2e The Referee shall not be of the Same nationality as either Party nor 
be of the same nationality as either of the Arbitrators. 


3- Aramco, pursuant to the Government's request, shall name its Arbitrator 


in a written notice delivergd to the Government on or before the 10th day of 
March 1955. 


ARTICLE II 

If the office of either of the Arbitrators becomes vacant for any reason 
whatsoever, the designation of his successor shall be made within fourteen days 
from the date the vacancy occurs. 

If the office of the Referee becomes vacant for any reason whatsoever, the 
designation of his successor shall be made by the Arbitrators within twenty days, 
and failing designation by the Arbitrators shall be made by the Parties as soon 
as possible. 

ARTICLE III 


The Parties being unable to agree upon a joint question or questions have 
decided that each Party may submit its own questions. 


The Government accordingly submits to the Arbitration Tribunal for consider- 
ation and decision the following questions: 


l. Whether the Company has, by virtue of the concession, any and if so, 
what right in connection with the transportation by sea of oil and 
other products which Aramco produces and sells. 

26 If the Company has any such right, 


a) Whether, and to what extent, the Company was or is entitled in 
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the absence of consent by the Government, to transfer any right in 
connection with transportation by sea of oil obtained under the 
consession to any other person, company or corporation (for example 
to its buyers) having regard to the provisions of Article 32 of the 
Concession Agreement, or otherwise. 


b) Whether the Company, by virtue of its concession, has acquired 
any right to refuse or deny a Government requested preferential 
treatment to tankers flying the Saudi Arab flag, particularly 
bearing in mind the letter and the spirit of Artiéle 23 of the 
Concession Agreement. And, in the event of the Company not hav- 
ing acquired such right, whether it has, by its letters of July 
31st and August 3rd. 195); or otherwise, by refusing such preference 
to Saudi Arab tankers, violated its obligations under the Conces- 
sion Agreement. 


Whether, in any event, the Concession Agreement entitles the Company to 


deny preference or priority to national tankers, especially when the cost 
of transportation of the oil it produces and sells is not going to be 
higher than the annual average cost of transportation of the Company in 
using non=-natimal tankers. 


Aramco accordingly submits to the Arbitration Tribwmal for consideration 
decision the following question: 


Is Article of the agreement between the Government and Mr. A.S. 


Onassis as amended April 7, 195) in conflict with the Aramco Concession 
Agreement? 


ARTIGLE IV 
The Arbitration Tribunal shall decide this dispute 

fa) in accordance with the Saudi Arabian law, as hereinafter defined, 
insofar as matters within the jurisdiction of Saudi Arabia are 
concemed: 

(b) in accordance-with the law deemed by the arbitration tribunal 
to be applicable insofar as matters beyond the jurisdiction of 
Saudi Arabia are concerned, 

Saudi Arabian law, as used herein, is the Muslem law 

(a) as taught by the school of Imam Ahmed ibn Hanbal 

(b) as applied in Saudi Arabia 

ARTICLE V 


The Arbitration Tribunal shall meet in Lucerne, Switzerland. 
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ARTICLE VI 


The Arbitration Tribunal, by majority vote, as soon as convenient, shall 
adopt such Rules of Procedure as the Tribunal may deem necessary. In doing so, 
the Tribunal shall include the following therein: 


le Copies of the Rules of Procedure, forthwith upon their adoption, 
shall be furnished to each of the Parties in both the Arabic and the 
English languages; 


2. The Memorials, briefs, and all docutients filed with the Tribunal 
and served on the Parties shall be in both the Arabic md the English 
languages} 


3e Each party, by its attorneys, within ninety days after the first 
meeting of the Arbitration Tribunal, shall file with the Arbitration 
Tribunal a Memorial, in five copies, setting forth its case, together 
with the documents and exhibits in support thereof, and shall serve 
ten copies of said Memorial upon the other Party. Within sixty days 
after the filing and service of such Memorials, each Party shall file 
with the Arbitration Tribunal and serve upon the other Party an 
answering brief or Memorial, with the same number of copies; _ 


lk. Either Party may make application to the Arbitration Tribunal 

for leave to take oral testimony before the Arbitration Tribmal, or 
to take testimmy by deposition or by oral or written interrogatories. 
If it appears to the Arbitration Tribunal that the taking of such 
testimony may be productive of material facts, or may result in the 
discovery of such facts, or for other good cause shown, the Arbitra- 
tion Tribunal may grt permission to take the testimony and shall 
fix the date or dates for, and the manner of, doing so; 


5e The Arbitration Tribunal shal) have the right to discuss with 
the agents or attorneys of the two Parties all points on which the 
Tribunal wishes to obtain particulars or explanations; 


At the request of the Tribunal, either Party shall, if possibile, 
produce the original or m authenticated copy of any document re— 
ferred to in its Memorials and briefs, or oral arguments, and if 
unable to do so shall explain to the Tribunal the reasons for such 
inability. Inability to produce the original or an authenticated 
copy of any document shall not preclude its consideration by the 
Tribunal, but shall be taken into account by the Tribunal in deter- 
mining the weight to be given to the document concemed; 


\ 
6, The Arbitratio Tribunal, after the filing of the answering 
Memorials or briefs, shall set adate or dates for oral argument of 
the Parties before the Arbitration Tribunal; 


Te Each Party may file and serve a final Memorial or brief within 
thirty days from the conclusion of oral argument before the 
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Arbitration Tribunals 


8. Each Party shall be represented before the Arbitration Tribunal, 
and at all its proceedings, by an agent or an attorney or attorneys 

of record, who may be assisted in presenting the case by such counsel! 
and advisers as he or they may require, provided, however, that th- 
total mumber for each Party may not exceed seven. Each Party shali 
notify the other Party of the names of its agent, attorney or «ttorneys 
of record; 


9. Each Party shall file with the Arbitration Tribunal, and shall 
serve upon the other Party an address for the service of Memorials, 
briefs, pleadings, minutes of meetings, transcripts, notices, deci- 
sions, the award and all other pertinent papers; 


10. The Arbitration Tribumal shall keep records of its proceedings, 
minutes of its meetings, and a written transcript of all aral argu- 
ments and hearings. The record of the proceedings, the minutes of 
the meetings, and the stenographic written transcripts of oral 
arguments and hearings shall be undertaken under the supervision 

of the Referee, by a Secretary and assistants, all appointed by the 
Referee, none of whom shall be nationals of the same country of 
either party or of either Arbitrator. 


ARTICLE VII 


The languages to be used before the Arbitration Tribunal shall be in the 
Arabic and the EFnglish languages. Any statement or argument or verbal discus-— 
sion of any kind made in English shall be translated promptly into Arabic; 
and any such statement, argument or discussion made in Arabic shall be trans- 
lated promptly into English. 

V 

The Arbitration Tribunal shall make the necessary arrangements for the 
translation of the pleadings, the testimony if any, and the oral arguments and 
hearings, and for the supplying of the translations to both Parties. 


ARTICLE VIII 


All the decisions and the award of the Tribunal shall be by majority vote 
and shall contain the reasons therefore, and shall be made as soon as convenient-— 
ly possible. The award of the Arbitration Tribunal shall be final and binding 
upon the two Parties. The Bribunal shall send to cach Party a certified copy 
of all decisions and the award, including the reasons therefor, in both the 
Arabic and the English languages, 


ARTICLE IX 
Fach Party shall pay its own costs and expenses. The general expenses 
of the Arbitration Tribunal, including the remuneration of both Arbitrators, 


the Referee and the SOESTARY 5 andthe payment of their expenses shall be 
borne in equal shares by the ‘arties. 
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ARTICLE X 


All notices to be given by the Parties, Arbitrators, or Arbitration 
Tribunal, prior to the filing with the Arbitration Tribunal of an address for 
service, shall be in writing and shall be deemed made when received by: 


(1) His Excellenoy, Shaikh Muhammed Surur, 
Minister of Finance and National Economy 
of the Saudi Arabian Government, Jiddah, 


Saudi Arabia; 


(2) Mr. Garry Owen, Arabian American Oil Company, 
Jiddah, Saudi Arabia. 


Copies of all said notices shall be sent to Professor Hamed Sultan, 
8 Salaheldine, Zamalek, Cairo, Egypt, and to Mr. George W. Ray, Jr. Arabian 
American Oil Company, 505 Park Avenue, New York 22, New York. 


ARTICLE XI 


This agreement shall become effective upon signing by both Parties. 


——000-— 


SIGNED in triplicate at Jiddah, Sgudi Arabia, on the date first above 
mentioned, in the Arabic and the English languages, one original in both 
languages for each Party, and the third original in both languages for filing 
with the Secretary of the Arbitration Tribunal in the place where the Tribunal's 


meetings shall be held. 


Witnesses: 
3/ Hamed Sultan 
s/ GeergexRayyxirx 


Witnesses: 


Lawrence Wadmond 


George Ray 2 JP. 


» 


SAUDI ARAB GOVERNMENT 


by + 
er o 6 an 


National Economy 
ARABTAN AMERICAN OTL COMPANY 


By& sf F. Ge Davies 
Cc of e Board o 


Directors 
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reports in NEW 2ORK TIMES and local press to effec acony Vacuur 


O1l Company New York has charted super tanker AL MALIKSAUD AL AWAI 


Ship bullaers confirm ship will be commissioned 
and depart, Hamburg end April most probably under Saudi Arabian 


it now avaltlable but Master and craw will be Greek. 
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suBsecT’ Protests Concerning Saudi-Arabian Onassis Preferential Contract. 


The following is the complete text of the note which the Govern- | 
ment of Norway presented to the Government of Saudi Arabia protesting 
the preferential agreement concluded between the latter and the Onassis 
shipping interests: 


nMemorandum 


It is with feelings of great concern that the Government 
of Norway have learned that Saudi Arabia has concluded a dis- 
criminatory agreement by which priority is given to sectional 
interests in respect of Saudi Arabian oil freights. The agree- 
ment interferes with the freedom of international shipping to 
the detriment of shipping and commerce and the expansion of 
the world economy in which Saudi Arabia must be just as inter- 
ested as other nations. 


egc-v/eoce *V9O8e 


Experience has shown that restrictive measures of this 
Kind give rise to the introduction of restrictions in other 
countries. The original aim will therefore not only be 
counterbalanced, but the measures adopted by other nations 
will entail farreaching repercussions, also causing harm to 
the commerce and shipping of the country which originally 
introduced the restrictions. 


Norway accords the shipping of all countries the most 
extensive freedom, and the Norwegian Government must, therefore, 
greatly deplore the encroachment of the Saudi Arabian agreement 
with Mr. Onassis on the freedom of shipping. 


London, 27tii July, 1954." 
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it might be utilized and specitically stated tnat there was no 
objection to the Department's providing ARAMCO with a copy of the 
note inasmuch as the contents of the note had earlier been released 
to the Norwegian Shipowners' Association. 


For the Ambassador: 


William F Letdm 7 Spero 


Second Secretary 
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SUBJECT Protests Concerning Saudi Arabian Onassis Preferential Contract 


| In accordance with the referenced instruction the Embassy has approached 
Mr. Ernst MEINSTORP, Chief of the Transport Section of the Danish Foreign 
Office and has obtained from him a copy of the enclosed memorandum which was 
presented jointly by the Danish and British Governments to the Government 
of Saudi Arabia through its Embassy in London on July 27, 1954. 


AG BE 
HeuIn yee 


} OF t 


Mr. Meinstorp stated that no written reply to the memorandum had been 
received and the only oral response given by the Saudi Arabian Government 
was to the effect that the new commercial arrangement with Onassis involved 
no more than 10% of total oil exports from that kingdom and that the remain- 


ing 90% would remain at the disposal of oil companies and shippers of other 
nationalities, 


\ 


Mr. Meinstorp expressed great interest in the arbitration proceedings 
and indicated that his government was pleased that Onassis had become so 
involved. He placed no restriction on the use to which the attached infor- 
mation would be put, but he did indicate that his government would like to 
be kept informed of further developments, 


gs9-y/essz*vose— 


1 
For the Charge d'Affaires a.i,., 


James W, :Gantenbein, 
Counselor for Economic Affairs. 
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MEMORANDUM, 


It is with feelings of great concern that the Govern 
ment of Denmark have learned that Saudi Arabia has concluded a 
discriminatory agreement by which priority is given to sectional 
interests in respect of Saudi Arabian oil freights. The agree- 
ment interferes with the freedom of international shipping to 
the detriment of shipping and commerce and the expansion of the 
world economy in which Saudi Arabia must be just as interested 
as other nations. 

Experience has shown that restrictive measures of this 
kind give rise to the introduction of restrictions in other 
countries, The original aim will therefore not only be counter- 
balanced but the measures adopted by other nations will entail 
far-reaching repercussions also causing harm to the commerce and 
shipping of the country which originally introduced the restrict— 
ions. 

Denmark accords the shipping of all countries the most 
extensive freedom and the Danish Government must, therefore, 
greatly depiore the encroachment of the Saudi Arabian agreement 
with Mr. Onassis on the freedom of shipping. 

LONDON, 27th July, 1954. 
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SENT JIDDA 223; REPEATED INFORMATION DEPARTMENT 124. 


You probably have story King's "non-cooperation" letter 
to SAG officials AL Hasa province apparently directing 
them ablde by regulations and make no special effort 
cooperate with ARAMGO "because ARAMCO does not cooperate 
with SAG". This letter apparently written between time 
of King Hussein's visit to Dhahran March 5 and March 28 
when ARAMCO first heard of letter. 


OL peainioy eg isSMM WUeWND0g STUY 


ARAMCO inquired of Surur if this letter were still in 

effect particularly since if King, bhn* Jilew and Davies 

had discussed and settled Hussein incident. Apparently Surur 
said he would see what could be done but not to worry in mean- 
while, Three days ago Cypher in Riyadh approached Surur and 
was toid King had decided not to withdraw letter and it still 
was in effect. 
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atly local authorities not quite as uncooperative as 
tter would seem to direct and are showing sympathetic atti- 
t same time indicate awareness existence instructions. 
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eivead. Verification upon request. 
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Japanese Protest Concerning Saudi Arabian-Onassis Preferential Contract 








The acting chief of the Fifth Section of the Bureau of Economic Affairs 
ef the Ministry of Foreign Affairs, Mr. Osamu KATAOKA, confirmed the fact 
that the Japanese Govermment had protested the Saudi Arabia-Onassis preferential | 
agreement. In September, 1954, the Japanese Ambassador in Cairo delivered to 
the Saudi Arabian Ambassador to Egypt a Note Verbale protesting the Saudi 
Arabian—-Onassis agreement, but according to Mr. Kataoka, the Japenese 
Govermment has not yet received a reply to this Note, 


« 


o4 


When asked if the Bnbassy could be given a copy of the Note Verbale, 
Mr. Kataoka replied that the Japanese Ambassador to Egypt had not yet sent 
a copy of the Note Verbale to Tokyo. He could not, therefore, give the 
Embassy a copy immediately, but stated that he would obtain one as soon 
as possible for the Embassy's use. He requested that the United States 
Government consult with the Japanese Goverrment before using the protest 
“in a case", The reporting officer infers from this statement that 
Mr. Kataoka is aware of the dispute between ARAMCO and the Saudi Arabian 


Goverment. Mr. Kataoka was assured that prior consultation would be 
held. 


| 
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Mr. Kataoka commented that the Japanese Government has almost no 
information on the present status of the Saudi Arabia-Onassis agreements, 
and would greatly appreciate any information that the Bmbassy could supply. 
The reporting officer replied that the Bnbassy had no information at the 


present time, but would be pleased to transmit Mr. Kataoka's request to the 
Department. : 


The reporting officer believes it unlikely that the Japanese Ambassador 
to Egypt has failed to transmit to Tokyo a copy of the Note Verbale. Inasmuch 
as the Chief of the Fifth Section is at present in Formosa, it is probable 
that Mr. Kataoka is unwilling to assume the responsibility for giving the 
Hmbassy a copy of the Note. Therefore, he probably seized upon this excuse 
to give himself time to consult with other officials of the Ministry. The 
reporting officer is confident, however, that a copy of the protest will T],JuD 


be forthcoming in the near future, at which time it wi yansmitfped 
to the Department. Lin 
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Prom 


ACTION REQUESTED 


It is requested that if feasible a brief resume of the present status 
of the Saudi Arabian-Onassis preferential agreement be sent to the Mmbassy 
for transmission to the Ministry of Foreign Affairs. It is believed that 
supplying the Ministry with this information would assist in maintaining 
close relations with Ministry officers at the middle level. 


For the Ambassador 
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FILE  airii 18, 1955 


Mi: MORANDUM 


TOs NE - Mr. Fritzlan 


FROM: I/E - Mr. Metzger Vw 


SUBJECT's Japanese Protest Concerning, Saudi Arabian-Onassis 
Preferential Contract 


Attached is a copy of Embassy Tokyo Despatch Noe 1210 of 
April 13, 1955 in reply to our circular requestin,y copies of 
protests on the Onassis Contract. JI will inform the Company, 
as I have been doing, of the nature of the incoming. You will 
note, however, that Embassy Tokyo desires a brief resume of the 
"present status" of the Onassis Agreement. This must mean some- 
thing more than the fact that the arbitration is to be held 
pursuant to the agreement entered into on February 23, since 
that was made known to the Embassy in our Circular. 


Could you prepare an appropriate brief resume for Embassy 
Tokyo, presumably bringing down to date what has happened in 
consequence of the existence of the contract? 


Attachment: 


Copy of Tokyo 
Despatch No. 1210, 
April 13, 1955. 
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APR. SD- 
Subject 1: Protest Concerning Saudi Arabian Onassis Preferential Contract tae 
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The Italian Ministry of Foreign Affairs has informed the Embassy tha Aey-s 
the Italian Government has not yet made either a written or oral formal pro- 
test to the Saudi Arabian Government concerning the Onassis preferential con- 
tract. The Ministry advised that immediately after the signature of the Onassis 
contract was announced, it had instructed its Minister at Jidda to make an in- 
formal oral representation to the Saudi Arabian Government. The Italian 
Minister was instructed to inform the Saudi Arabian Government that the Italian 0 
Government would regard the execution of the contract as a discrimination against. 
Italian shipping interests. According to Dr. Pascucci, Office of Middle Eastern 
Affairs, the Foreign Office spokesman, the Italian Government, in late September 
1954, again instructed its representative at Jidda to make another informal 
representation. This representation was along the lines of the earlier approach) 
and was confined to an expression of "concern" over the possibility that the 
contract mirht be implemented. 


Dr. Pascucci informed the reporting officer that the Italian Government “* 
had been somewhat reluctant to lodge a formal protest since their commercial # 
relations with the Saudi Arabian Government had been somewhat strained follow- ! 
ing the conclusion of a trade agreement between Italy and the Israeli Govern- 
ment. The Saudi Arabians had, in fact, placed an embargo on imports of Italian Ol 
goods following the conclusion of the Israeli trade agreement. This embargo, O1 
however, has not been enforced and the Italian Government felt that the presenta! 
tion of a formal protest against the Onassis agreement might result in the en- 
forcement of the embargo and the consequent exclusion of Italian goods from 
Saudi Arabia. Dr. Pascucci also stated that his Government had felt until re- 
cently that tha dispute over the Onassis agreement would be "satisfactorily re- 
solved" without any pressures exerted by the Italian Government. & 


tion, however has forced the Foreign Office to reconsider its position. Dr. 
Pascucci stated that the Foreign Office had received a strong recommendation (to S 


The decision of the OEEC Council, taken on December 21, 195) (see ECOTO 3 
lodge a formal protest) from the Italian Delegation to the OEEC. The matter is .- 
oe 


Cire. A-220, March 2h, 1955), which was fully supported by the Italian delega- a 
\ 
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Despatch No. 2135 

Apr. 15, 1955 

From: Rome CONF IDEN TIAL 


now under the consideration of the Middle East Political Office, and a deci- 
sion is expected to be forthcoming within the immediate future. Dr. Pascucci 
concluded by statinre that the Foreipn Office would inform the Embassy of the 
decision taken. 





le Me Phelan, Jre 
Assistant Attache 
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AIBIECT 


Japanese Protest Concerning Saudi Arabian—Onassis Preferential Contract. 


! 
On April 18, the reporting officer called at the Ministry of rooplin | 
Affairs at the request of Mr. KATAOKA, the Acting Chief of the Fifth Section 

of the Bureau of Economic Affairs. Myr. Kataoka stated that he now had a 
copy of the Note Verbale, dated September 25, 1954, given to the Saudi 
Arabian Ambassador to Egypt by the Japanese Ambassador in Cairo. He 
explained, however, that as the Note is confidential he could not give 

a copy of it to the Bnbassy, but he permitted the reporting officer to 
read it. The essence of the Note (written in French), is as follows: 


The Japanese Government expressed its interest in the news of the 
agreement between the Govermment of Saudi Arabia and Mr. Onassis and 
pointed out that Japan annually imports around four million tons of oil 
from Saudi Arabia, which is transported in Japanese tankers. 


4 or 


! 


The Japanese Government expressed its concern over the possibility 
that if the agreement with Onassis is put into effect, it will operate 
in a discriminatory manner and to the prejudice of Japan's tanker fleet. 
Therefore, the Note requested that if the agreement with Onassis is put 
into effect, the Saudi Arabian Government give consideration to the 
position of the Japanese tanker flect. The Note closed with the request 
that the Saudi Arabian Government provide Japan with an explanation of 
its intentions with respect to this matter. 


ssoz-¥/essz‘voee 


Mr. Kataoka expressed his regrets that he was unable to provide the 
Embassy with a copy of the Note and again stated that the Japanese 
Government desired that it be consulted before any use is made of the 
foregoing information. Japan has not yet received a reply to this Note. 
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SUBTECTS Aramco Tax and Royalty Payments - Last Quarter 1954 ea 


| Given below in summary form are the tax and royalty ,;ayments made by the 
Arabian American Oi] Company (ARAMCO) to the Government of Saudi Arabia from 
October through December 1954. These figures have been nade available by ARAMCO 
to the Consulate General on a confidential basis. Payments are made at the 
official rate of exchange on the day of payment. 


Detailed statements of the monthly tax and royalty payments are forwarded 
as enclosures to this despatch, Three copies of most of these statements have + 
been obtained for transmission to the Department. » 
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TABLE — AVWABTAN AMERICAN OIL COMPANY TAX AND OYALTY PAYMENTS 
TO THE SAUDI ARABIAN GOVERNMENT, OCTOBER THROUGH DECEMBER 1954 


¢-g/egge ‘v9ose—. 


Net Royalty Payments on P ents on 


a 
Month Royalty Paid-/ Payments 1954 SAG Tax 19 2-53 SAG 
(in Gold Pounds2/ ) (in dollars and (in dollars (in dollars oO 


pounds sterling? ) 


October 1954 bG 752,170.4010 ($2,056,792.77) $11 ,416,667.00 $29,000,000.0U 


($553,362) 

Novenber 1: 54 771,839.4686 ($2,426, 703.87) 11,416, 667.00 3,800 , 000.00 
(b 567,833) 

December 1954 700,420.1060 ($2,686,010.19) 11,416, 667.00 4,200, 000.00 
(b 515,29) 


1/ Royalty accrued during previous month, Payment made in the form of “y 
a) deductions to pay amounts owed by Saudi Government; and (b) net 

payments in dollars and pounds sterling (see next column). ‘f 
2/ Rate of exchange : One Gold Pound eyuals $8.2397. 


3/ Rate of exchange : One pound sterling equals $2.80. 


Source: Arabian American Oil Company 
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For the Consul: 


eodore A. Hdd. 
Vice Consul 
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1. AkAMCO Tax Payments, Uctober 1954 (3 copies) 

2. ARAMCO Royalty Payments, October 1954 (3 copies) 
3. ARAMCO Tax Payments, November 1954 (1 copy only) 
4. ARAMCO Royalty Payments, November 1954 (3 copies) 
5. ARAMCO Tax Payments, December 1954 (2 copies only) 
6, ARAMCO Hoyalty Payments, December 1954 (3 coj;ies) 


AMEMBASSY, Jidda 
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SAUD I NRABIA 


November 16, 1954 
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CONSUL GENERAL ‘Enelasure No, | to 
American Consulate General Despatc!: Ito, & 2 dated 
Dhahran, Saudi Arabia MAY © 1955 — from 

American Consulate General, 
Dear Sir: Dhabran, 


Te following confidential information is presented to 
you in accordance with my letter to you dated July 28, 1982: 


Royalty 


September royalty totaled LG 752,170.4010 and net 
payments were $2,056,792.77 paid on October 15, 1954 and & Stg. 
553,362 paid on October 16, 1954. Detail of deductions and pay- 
ments is contained in the four copies of the Monthly Statement 
of Royalty Payments to SAG sent under separate cover. 


1954 SAG Tax 


The following payments were made in October, 1954, 
as the second payment of tax on 1954 earnings: 


Saudi Riyals 1,000,000 paid 2 October 1954, 
$.271604 


equivalent at 95 per Saudi Riyal to $ 271,604.95 
U. 3. Dollars paid through Chase National 

Bank, New York, 2 October 1954 2,864,197.52 
U. S. Dollars paid through Guaranty Trust 

Company, New York, 2 October 1954 2,864, 197.53 
U. 8S. Dollara paid through Cnase National 

Bank, New York, 15 October 1954 742, 255.00 
U. 3. Dollars paid through Guaranty Trust 

Company, New York, 15 October 1954 742, 255.00 
Pounds Sterling 676,807-2-10 paid through 

National Provincial Benk, on, 15 Oetober 

1954, equivalent at $2.80 per Pound Sterling 1,895, 060.00 
French France 12,983,950 paid t Guarenty 


Trust Company, Peris, 15 October 1 » equiva- 
lent at Prench Francs 350 per U. S. Dollar to 37, O97 .0O0 


Consul General 
November 16, 1954 - 


U. S. Dellare paid Netherlands Tradin;, Society, , 


New York, 15 October 1954 


U. S. Dollars paid Chase Nationa: Bank, New 


York, 15 October 1954 


U. S. Dollars paid Guaranty Trust Compan 
York, 15 October 1954 


U. S. Dollare paid Chase National Bank, New 


York, 15 October 1954 
Total 
1 -1 SAG TAK 


U. S. Doilars paid through Chase National 
Bank, New York, 3 October 1954 


lS. Dellara paid through Quaranty Trust 


Company, New York, 8 October 1954 


U. 3. Dollars paid through Chase Nationa! 
Bank, New York, 15 October 1954 


U. S. Dollars paid through Guaranty) Trust 
Company, New York, 15 October 1954 


Pounds Sterling 704, 691-8-7 paid through 


National Provineial Bank, London, 15 October 
1954, equivalent at $2.30 per pound Sterling 


French Franes 70,000,000 paid through Guaranty 
Trust Company, Paris, 15 October 1954, equive- 
lent at French Francs 350 per U. S. Dollar to 


Total 


$ 500,000.00 
500 , 000 . 0! 


500 , OOO , OU 


500 , 000 , OU 


$11,416,667 .00 


$12, 500, 000 00 
12, 500,000, «. 
913,432.00 


913, 432,00 
1,973, 136.00 


___ 200, 000.00 


$29 , 000, 000 . 00 


Yours very truly, 


W. M. HASTINGS 


WwW 


WMH : nb 





Enclosure No. 22— to 


ARABIAN AMERICAN OIL COMPANY Despatch No. Fa dated 
' MAY 5 1955 trom 
STATEMENT OF PAYMENT American Consulate General, 
OF ACCRUED ROYALTY FOR SEPTEMBER 19°), Dhaheon, 


Royalty accrued in accordance with Statement of 
Accrved Royalty for September 19h. bS 752,170.4010 


U. S. dollars deducted against amount accrued 
during month of September 195), for repayment 
of 195 increment of Export-Import Bank Loan 
in accordance with Debit/Credit Advice No. 208 
(SAG) in the amount of $100,000.00 equivalent, 
at the rate of %8.2397 per gold pound, to BG 12,136. 36)2 


U. S. dollars deducted against amount accrued 
during September 195), for the unpaid invoices 
presented during August 195h, in accordance 
with Debit/Credit Advice No. 209 (SAG) in 
the amount of SR 6,301,255-98-00 equivalent, 
at the rate of %0.27160h9) per Saudi Riyal, 
to U. S. $1,711,452.08 equivalent, at the 
rate of %8.2397 per gold pound, to 207 ,70h.0578 


U. S. dollars deducted, representing agreed monthly 
amount in reduction of account for the month of 
September 1954, per letters No. 35-855 dated 2h 
Jumada II 1373 (27 February 195) and No. 2939 
dated 27 Jumada Al Thaniyah 1373 (March 2, 195h) 
in accordance with Debit/Credit Advice No. 210 
(SAG) in the amount of $280,000.00 equivalent, 
at the rate of $8.2397 per gold pound, to. 33 981.8197 


LU, S. Dollars Geducted against amount accrued during 

September 195), for application against the cost of 
constructing the Saudi Government Railroad and 

Port Project in accordance with Yebit/Credit advice 

No. 211 (SAG) in the amount of $500,000.90 equiva- 

lent, at the rate of $8.2297 per gold pound, to 60 ,681 . 8205 


Payment made on October 15, 195, to Chase National 
Bank of the Citv of New York, New York, for credit 
to the Saudi Arabian Monetary Agency for the 
account of the Saudi Arabian Government Ministry 
of Finance in the amount of $1 ,028,396.39 equiva- 
lent, at the rate of %8&.2397 per gold pound, to 124,809.9312 


Payment made on October 15, 195, to Guaranty Trust 
Company, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,028,396.38 equivalent, it the rate 
of #8.2397 per gold pound, to 12), ,809 £9 300 


Payment made on October 16, 1954, to National 
Provincial Bank, Overseas Division, London, for 
credit to the Saudi Arabian “onetary Agency for the 
account of the Daudi Arabian Government Ministry of 
Finance in the amount of b Stg. 553,362 equivalent, 
at the rate of E Stg. 2.94275 per gold pound, to 188,042.),772 


bG 752,170.),010 
THIS STATEMENT IS CERTIFIED Tt) BE CORRECT 
Original Signed 
E.C. SINGELYN 
ASSISTANT COMPTROLLER, ARABIAN AMERICAN OIL COMPANY 


Dhahran, Saudi Arabia 
October 31, 195) 


R S HAWKEY 


ARABIAN AMERIC:AN \)| 


> 
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DHIATL RAN 
SAUTE! ARABIA 
ene December 8, 1954 
Enel! “ ‘in :* - to 
CONSUL GENERAL Uerpaish ke. wo dated 
American Consulate General ” 9 from 
Dhahran, Saudi Arabia MAL, Cnculale>ReReral, 


Dhahran, 
Dear Sir: oom 


The following confidential information is presented to 
you in accordance with our letter to you dated July 28, 1952: 


Royalty 


October royalty totaled LG 771,839.4686 and net payments 
were $2,426,703.87 paid on November 15, 1954 and b Stg. 567,833 
paid on November 16, 1954. Detail of deductions and payments is 
contained in the attached copy of the Monthly Statement of Royalty 
Payments to SAG. 


1954 SAG Tax 


The following payments were made in November, 1954, as 
the third payment of tax on 1954 earnings: 


U. S. Dollars paid through Chase National 
Bank, New York, 15 November 1954 $ 3,742,255.00 


U. S. Dollars paid through Guaranty Trust 
Company, New York, 15 November 19 3,742, 255.00 


Pounds Sterling 676,807-2-10 paid through 
National Provincial Bank, London, 15 November 
1954, equivalent at $2.80 per Pound Sterling 1,895,060,00 


French Francs 12,982,095 paid through Guaranty 
Trust Company, Paris, 15 November 1954, equiva- 


lent at FPrench Pranca 349.95 per U.S. Dollar to 37,097.00 
U. S. Dollars paid Chase National Bank, New 

York, 15 November 1954 1,500,000 ,00 
U. S. Dollars paid Guaranty Trust Company, New 

York, 15 November 1954 500 000.0 





+ 124826,667.00 


~isul General 
December 8, 1954 -2- 


1952-1953 SAG TAX 


U. S. Dollars paid through Chase National 
Bank, New York, on 15 November 1954 


U. S. Dollars paid through Guaranty Trust 
Company, New York, on 15 November 1954 


Pounds Sterling 704,691-8-7 paid through 
National Provincial Bank, London, 15 Octo- 
per 1954, equivalent at $2.80 per Pound 
Sterling 


Total 


$ 913,432.00 


913,432.00 


1, 973, 136.00 
$3, 800,000.00 


Yours very truly, 


W. M. HASTINGS 


Attachment 
WMH: nb 


ARABIAN AMERICAN OIL COMPANY 


STATEMENT OF PAYMENT 
OF ACCRUED ROYALTY FOR OCTOBER 195h 


Royalty accrued in accordance with Statement of 


U. 


Accrued Royalty for October 195h. 


S. dollars deducted against amount accrued 

during month of October 195i, for repayment 

of 19° increment of Export-Import Bank Loan 

in accordance with Debit/Credit Advice No. 212 
(SAG) in the amount of %100,000.00 equivalent, 

at the rate of $8.2397 per gold pound, to bG 


S. dollars deducted against amount accrued 
during October 195i, for the unpaid invoices 
presented during September 1954, in accordance 
with Debit/Credit Advice No. 213 (SAG) in 

the amount of SR5,1;86,585-Ol-00 equivalent, 

at the rate of $0.26666667 per Saudi Riyal, 

to U. S. $1,63,089.40 equivalent, at the 

rate of $8.2397 per gold pound, to 


S. dollars deducted, representing agreed monthly 
amount in reduction of account for the month of 
October 195, per letters No. 85-855 dated 2), 
Jumada II 1373 (27 February 195) and No. 2939 
dated 27 Jumada Al Thaniyah 1373 (March 2, 19°),) 
in accordance with Debit/Credit Advice No. 21) 
(SAG) in the amount of %280,000.00 equivalent, 
at the rate of $8.2397 per gold pound, to 


S. dollars deducted against amount accrued during 
October 195h, for application against the cost of 
constructing the Saudi Government Railroad and 
Port Project in accordance with Debit/Credit advice 
No. 215 (SAG) in the amount of $500,000.00 equiva- 
lent, at the rate of %8.2397 per gold pound, to 


Payment made on November 15, 195i, to Chase National 


Bank of the Citv of New York, New York, for credit 
to the Saudi Arabian Monetary Agency for the 
account of the Saudi Arabian Govermment Ministry 
of Finance in the amount of 4$1,213,351.93 equiva- 
lent, at the rate of *8.2397 per gold pound,: to 


Payment made on November 15, 195), to Guaranty Trust 


Company, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,213,351.9h equivalent, at the rate 
of $8.2397 per gold pound, to 


Payment made Novemler 16, 195), to National 


Provincial Bank, Overseas Division, London, for 
credit to the Saudi Arabian Monetary Agency for the 
account of the Saudi Arabian Government Ministry of 
Finance in the amount of b Stg. 567,833 equivalent, 
at the rate of b Stg. 2.9h275 per gold pound, to 


THIS STATEMENT IS CERTIFIED TO BE CORRECT 


) 
met 5) 7. 


Enclosure Ko. to 
Despatch ho. € 2 dated 


MAY 3. fyo5, 
American Consulate General, 


bG 771,839,686 





12,136. 36h2 


177 ,565.8579 


33 ,9 81.8197 


60 ,681 «6209 


17 ,256.8092 


17 ,256.8103 


192 ,9°9 .986h, 


bG 771,839 686 


ASSTSTANT COMPTROLLFR, ARABIAN AMERICAN OIL COMPANY 


Dhahran, Saudi Arabia 
November 30, 195), 





Enclosure Ko. > to 


‘ _. ... Despatch No. eS 22 dated 
ARABIAN N x | ) ( MDA es 
BEER LAS: SRE ee BN PAS MAY 1955 trom 


American Consulate General, 
DHAHRAN Dhahran, 


SAUDI ARABIA 


R S HAWKEY 


January 17, 1955 


CONSUL GENERAL 
American Consulate General 
Dhahran, Saudi Arabia 


Dear Sir: 


The following confidential information is presented to 
you in accordance with our letter to you dated July 28, 1952: 


Royalty 


November royalty totaled bG 700,420.1060 and net payments 
were $2,686,010.19 paid on December 16, 1954 and b Stg. 515,290 
paid on December 17, 1954. Detail of deductions and payments is 
contained in the attached copy of the Monthly Statement of Royalty 
Payments to SAG. 


1954 SAG TAX 


The following payments were made in December. 1954, as 
the fourth payment of tax on 1954 earnings: 


U. S. Dollars paid through Chase National 
Bank, New York, 15 December 1954 $ 3,742,255.00 


U. S. Dollars paid through Guaranty Trust 
Company, New York, 15 December 19 3,742, 255.00 


Pounds Sterling 676,807-2-10 paid through National 
Provincial Bank, London, 15 December 1954, equiva- 
lent at $2.80 per Pound Sterling 1,895, 060.00 


French Francs 12,982,095 paid through Guaranty 
Trust Company, Paris, 15 December 1954, equivalent 
at French Francs 349.95 per U. S. Dollar to 37, 097 .00 


U. 8S. Dollars paid Chase National Bank, New York, 
15 December 1954 1, 500,000.00 


U. 8. Dollars paid Guaranty Trust Company, New York, 


15 December 1954 500 , 000 . 00 
$ 11,416, 667.00 


Consul General 
January 17, 1955 ~2- 


1 -1 SAQ TAX 


U. 3, Dollars paid through Chese Nationa) Bank, 
New York, on 15 December 1954 $ 913, %32.00 


U. S. Dollars paid through Guaranty Trust Company, 
New York, on 15 December 1954 913,432.00 


Pounds Sterling 704,691-8-7 peid through Netional 
Previncial Benk, London, 17 December 1954, equiva- 
lent at $2.80 per Pound Sterling 1,973, 136.00 


Prenech Francs 70,000,000 paid through Guaranty Trust, 
Paris, 18 December 1954, equivalent at French Prancs 
350 per U. 8S. Dollar to 200 , OOO . 00 


French Francs 69,990,000 paid through Guarenty Trust, 


Paris, 20 December 1954, equivalent at French Francs 


349.95 per U. S. Dollar to 200 , 000 , 00 


Total $ 4,200,000,00 
Yours very truly, 


W. M. HASTINGS 


g. H. OGDEN 
Attachment 


RHO: nb 


ARABIAN AMERT Encic:ure No. & to 
SESETSN SEAN OLE COMES Despatch No. & 2 dated 


TATEMENT nV b 5 from 
. OF PAYMENT MAY C3 dos ral, 


OF ACCRUED ROYALTY FOR NOVEMBER 1954 Shabran 


Royalty accrued in accordance with Statement of 
Accrued Royalty for November 1954 BG 700,420.1060 


U. S. dollars deducted against amount accrued 
during month of November 1954, for repayment 
of 1954 increment of Export-Import Bank Loan 
in accordance with Debit/Credit Advice No. 216 
(SAG) in the amount of $100,000.00 equivalent, 
at the rate of $8.2397 per gold pound, to BG 12,136.3642 


U. S. dollars deducted against amount accrued 
during November 1954, for the unpaid invoices 
presented during October 1954, in accordance 
with Debit/credit Advice No. 217 (SAG) in 
the amount of SR 2,859,110-01-00 equivalent, 
at the rate of $0.26666667 per Saudi Riyal, 
to U. S. $762,429.36 equivalent, at the 
rate of $8.2397 per gold pound, to 92 , 53122036 


U. S. dollars deducted, representing agreed monthly 
amount in reduction of account for the month of 
November 1954, per letters No. RS-855 dated 24 
Jumada II 1373 (27 February 1954) and No. 2939 
dated 27 Jumada Al Thaniyah 1373 (March 2, 195)) 
in accordance with Debit/Credit Advice No. 218 
(SAG) in the amount of $280,000.00 equivalent, 
at the rate of $8.2397 per gold pound, to 33, 981.8197 


U. S. dollars deducted against amount accrued during 
November 1954, for’ application against the cost of 
constructing the Saudi Government Railroad and 
Port Project in accordance with Debit/Credit Advice 
No. 219 (SAG) in the amount of $500,000.00 equiva- 
lent, at the rate of $8.2397 per gold pound, to 60 ,681 ..8209 


Payment made on December 16, 1954, to Chase National 
Bank of the City of New York, New York, for credit 
to the Saudi Arabian Monetary Agency for the ac- 
count of the Saudi Arabian Government Ministry of 
Finance in the amount of $1,343,005.10 equivalent, 
at the rate of $8.2397 per gold pound, to 162 ,991.9900 


Payment made on December 16, 1954, to Guaranty Trust 
Company, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,343,005.09 equivalent, at the rate 
of $8.2397 per gold pound, to 162 , 991.9887 


Payment made on December 17, 1954, to National 
Provincial Bank, Overseas Division, London, for 
credit to the Saudi Arabian Monetary Agency for the 
account of the Saudi Arabian Government Ministry of 
Finance in the amount of & Stg. 515,290 equivalent, 
at the rate of b Stg. 2.94275 per gold pound, to 175,104.9189 


§G_700,420.1060 


THIS STATEMENT IS CERTIFIED TO BE CORRECT , 


ASSISTANT COMPTROLLER, ARABIAN AMERICAN OIL COMPANY 


Dhahran, Saudi Arabia 
December 30, 1954 
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NEA ‘ Rec'd: May 4, 1955 
FROM: Dhahran 1:04 p.m. Sy s 3 4 
Info sc 2s 
RMR TO; Secretary of State at 5 
i 
G NO: 157, May 4, 7 p.m. a 
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OMSA (06) i 
E PRIORITY O & 
REP > © 
P SENT DEPARTMENT 157; REPEATED INFORMATION JIDDA 249 ‘° ° 
UO! Nw 
Sts ARAMCO sources report that Davies suqn* office received on Ol = 
LI morning of May 2 a letter dated previous day and purporting Ol F 
; to express demands of 3231 ARAMCO intermediate and general WN x 
JCB workers, whose names and numbers were listed. letter asked ia 
SIA for (1) noon bus transportation (2) bus service more comparab\eQl © 
CIA to that provided senior staff (4) selection of employee repre- 
sentativegon the "employee communications grou (ECG) by . 
ICL election rather than by company appointment. oath serve as OI 
ROA periodic organized contact between management and intermediate Ol 





and general workers.) ARAMCO on April 29 on basts informally 
reported complaints had announced improvements in bus service 
and had deliberately credited ECG's with suggesting the measures 
to be taken. 


= 


busses and giving explanation " 'if we use busses now company Will 
do nothing about our request for improved transportation" Boy> 
oO 


During morning of May e 2 Abgaiq_ workers began boycotting company 3 
cott of busses at Abqaiq reported complete morning May 4 


isoh 


Abqaiq ECG members have confidentially informed ARAMCO officials 
they wished withdraw from ECG because of intimidation, insults, 
and humiliation by other workers. 


W&a 








/ 

| f SRAMCO? informed Amir Abd Al Aziz late evening May 2 confidentially 

£ receipt of letter and list of names and gave him photostat. © 
mir agked ARAMCO keep subject of visit secret but later sent 

XSy -ARAMCO-letter urgently and peremptorily demanding detailed re- E 

np rt jacluding information on names listed, ECG members, citation 

of specific governmental authority for establishing BCG 's » and 

formation concerning names and whereabouts of persons active ‘ 


Etober 1953 strike. Confidential 
~ ARAMCO™ c complying and transmitting all information as soiuaasiiad 


ARAMCO necessarily approached Amir due to prolonged tnaodemettag 

of Abd Al Aziz Al Muammar, Director General of the Labor eee 
ment in the Amirate. Muammar! Ss unavailability was not commented 
pwyn by Amir, but ARAMCO has unofficial but reliable reports oe 


RD COPY « This copy must be returned to OC/R central fibsslyith notat iorft&GRe 


- CONF T DENT LAL, 


, May 4+, 7 pem., from Dhahran 


early morning of May 4 Muammar was teken trom tiis room at 

SAG airfield hotel to Riyadh by Col. Muhammad Al Dib and two 
members of the King's bodyguard all of whom came from Riyadh 
and returned by plane. Amir present during arrest. Muammar's 
room reportedly was searched then sealed. 


MCCLANAHAN 
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WASHINGTON. May 5, 1992 
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Departure of the Al=-Malik Saud Al-Awal 


THE DEPARTMENT OF STATE, 


x 
. 





sett 
Teiice 








UBIECT 


The 26,738 GRT (46,548 dwt) Onassis' owned super-tanker, Al-Malik 


Saud AleAwal, left Hamburg May 1, 1955 about 9:30 a.m., a full six months 
later than originally planned. 


At a farew@ll]l reception held aboard the Al-Malik Saud Al-Awal on 
April 30, the Saudi-Arabian flag, under which this vessel is sailing, ~- 
was raised by FAKHRI SHEIKH EL~ARD, Ministre Conseiller Chargé d'Affairgs 
of the Royal Saudi-Arabian Embassy in Paris, sent to Hamburg as King 
Saud I's personal representative for this oeremony. Present at this re 
ception also were officials of Hansestadt Hamburg, directors of leading 


Hamburg shipyards, prominent local businessmen, and members of the di- 
plomatic and consular corps. 


ez qey eq 180% qnammoog STUs>+ 


Several hundred Hamburg citiszens lined the banks of the Elbe as the 
700 feet tanker departed May 1 on her maiden voyage to Ras Tanura in the 
Persian Gulf, where the Al-Malik Saud Al-Awal will load crude oil for 
Socony Vacuum's New York refinery. 


SGS-S/¢SGGe * yvoRgRe— 


“The Al-Malik Saud AleAwal, launched June 5 last year by Howaldts- 
werke Hamburg, was scheduled to leave as the flagship of Aristoteles 


Onassis! Saudi-Arabian tanker fleet after its successful trial runs in 
November, 1954. 


However, disagreement over the oil«transport agreement signed by 
Onassis and the Saudi«Arabian Government in Apr_1 1954, kept the ship 
tied up at the Howaldtswerke Hamburg dooks all last winter. Berthing 
expenses ran to over $200,000 according to officials of this yard. 


The Al»Mealik Saud Al-Awal has an all-Greek crew of 64 under the 


command of: Geptaim,@ERASSIMOS TSAGANEAS. A 16,000 h.p. steam turbine 
engine gives thi¢ tanker a cruising speed of 
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oon TELs 157 to Department and 249 to Jidda both May 4. a 2 
wt o 
USIA Boycott of busses in Abqaiq continuing. Further information - § 
CIA from ARAMCO indicates boycott commenced with inauguration of ~~ & 
wis new service about April 21 in Dhahran and Abqaigq and has Oo 
DCL applied to new service in Abqaiq. In Dhahran busses not used \ e 
as fully as anticipated. ARAMCO hoped April 28 announcement aa 
of post-Ramadan noon bus service might end boycott but not oO 
successful. ol 
Ohliger informed by King in Riyadh May e that Turki Bin 
Utaishan then visiting Riyadh was replacement for Muammar 
as Director General of Labor in Amirate. About May 5. 
A, L. Muhsin Amir of A. L. Hasa told ARAMCO representative 
Muammar arrested onsuspicion participation in planning revolt. 
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The Embassy transmits as Enclosure No. la copy of an Aide Memoire 
lated May 9, 1955, from the Royal Netherlands Ministry of Foreign Aff 
sure No. 2 is a copy of the Aide Memoire dated October 6, 195], pre 
Saudi-Arabian Ambassador in London by the Netherlands jnbassador . 


ade Enclo= 
sent: to the 


a =e 


The Embassy was informed that there is no other stipulation as to the use of 
the note other than that stated in the Aide Memoire. Should Aramco desire to 
utilize the contents of the Netherlands note in any manner, therefore, the prior 
consent of the Foreign Ministry would be required. 





For the Ambassador: 


lame.€.7aatr 


James C. Haahr 
ond Secretary of Embassy 


04 pataniay 






SOl-S/eagz *v9eE 


Approved: 


i] . 


{ 
a 





Howard R. Cottam 
Counselor of Embassy 
for Economic Affair 


Enclosures: 


l. Copy of Royal Netherlands Ministry of Foreign Affairs Aide Memoire dated 
May 9, 1955 
2. Copy of Aide Memoire presented Saudi-Arabian Ambassador London by Nether- 


lands Ambassador dated October 6, 195 4 





cc: AmEmbassy, London 
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MINTOTRY OF FOREIGN AFFAIRG 
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Hoe SUA The Hague 





The Hinistry of Foreign Affairs presents its compliments to tly 
Eribassy of the United States and with reference to the conversation which 
tools place last month with Mr J.C. Haahr of the United States Embassy anid 
the Office of the Communications Adviser concerning the Aide Memoire which 
the Netherlanis Ambassador in London presented to his Saudli-Arabian colleaqrs 
has the honour to send enclosed copy of the note in question, dated Oth of 
Oetober 195), about the agreement which was conclude) between the saudi- 
Arabian Governnent and Mr. Onassis. 

The Ministry wishes to inform the Embassy that in principle there is 
no objection to the handing of the enclosed note to the ARANCO. However, 


the use the ARAMCO might wish to make of the note concerned should be agreed 


upon beforehand with this Ministry. 


The Hague, 9th May 1955. 
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The Royal Netherlands Government wish to express 
their coneern at the fact that onudi Arabia has concluded an Agreement. with 
Rr. iinassis, ty which priority is qiven to certain tmterssig in respect of 
wilt Arabtan oil freights. ‘ 

They would like to point out that this Agreement 
anounts to an interference with the freedom of International Shipping and, 
more particulatly, constitutes a serious infringement of the freedom which 
rovernments should leave to the consigqnor in the choice of his forwarding 
agent... 

In addition they would like to stress that 
Article XIJ1 of the Saudi-Arabian Government's contract with the shipping 
interests of Mr. Onassis also containes a clause oi (discriminatory nature 
which {s not in concordance with the normal practices of international 


competition. 


London, the 6th of October, 195];. 
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NO: 525, May 14, 4 p.m. (SECTION I OF II) 


~ 


rd 


1. J have not (repeat not) sooner answered DEPTEL 440, 
April 8 because I first wished consult Davies of Aramco 
who was on vacation. I have now Gone so through Owen who 
visited him in Beirut. Owen had already learned from Duce 
of Skouras-Pappas interest in buying Onassis tanker fleet. 


VIABWAWA W 
i 
>) 
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My personal view as to what rr reaction would be to 
such deal was premised on belief; 


(A) That King's primary interest throughout lest year's 
negotiations re Onassis contract had been to create sub- 
stantial Saudi-flag tanker fleet, both to enhance country's 
stature internationally and to sttenuate its dependency on 
foreign o1l companies; and 


ey pemmiey od asnm quemmood SFUL 


yl-S/ESse’*vy9gee 


So 
= 


(B) That he had been plagued by Onassis agreement as contin- 
uing source troubling dispute to point where he would be 
glad to be out of it so long as his prestige did not (repeat 
not) suffer and, in present connotation, if it did not 
(repeat not) appear that American o11 interests had bought 
out Onassis in order render impossible implementation his 
agreement. 
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Elaborating on first point, I believed that, while King tau 
been willing arbitrate Aramco contention that Onassis sgree- 
ment violates its concession, he would still, win or lose, 
want Saudi tanker fleet. Three items appeared bear out this 
belief: 


(A) Re Onassis offer sell SAG its entire tanker fleet (MYTEL 
380, February 8) ) Eins said he would not (repeat not) be in- 
disposed consider offer after arbitration; 
ae ea 
everal other suggestions as to how tankers might be 
din event Onassis deal fell through, have been con- 
red<by\SAG latest of which was establishment Arab 
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Merchant Marine; -iu 
(C) According reliable current reports King has now pur- 
chased super tanker SAUD I scheduled arrive Ras Tanura 
May |* flying Saudi flag under Socony-Vacuum cr? cter. 
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“y On basis foregoing considerations, it seemed logical con- 
aqM3A clude King's most likely reaction to Skoureas-Pappas purchase 
E would be privately to welcome it and officielly to take no 

R (repeat no) serious umbrage , provided slweys ne not (repeat 

p Ly conelude USG and/or American o411 companies had, to their 


self-interest, fostered purchase in order eiiminate “Onassis. 
: Review with Owen fullowing his return raises serious 
question as to whether it would be possible persuade King 

of truth that suet: was not (repeat not) the case. Owen puts 
his apprehensions on this score substantially as fullows: 


(A) There already exists suspicion on part high SAG officials 
that USG and American financial interests recognize that 
Onassis arrangement sets up profitable operation which they 


would like take over at expense of Ssudi participants in 
Onassis deal. 


(4) Use under charter of these tankers by owner companies 
after purchase by Skouras-Pappas would be interpreted by such 
offictals as proof of foregoing. 


(C) Onassis can be expected explain such sale in light most 
favorable to himself and would likely imply that sale was 
result pressure by oil companies and by USG through channel 
of pending criminal and civil proceedings in US. 


(D) Whereas King himself primarily interested in saving; 
Saudi-flag tanker fleet, there are influential Saudis, includ-wWNm 
ing probably Crown Prince Faisal, who would do utmost to throw[{™ 
unfavorable light on Skouras-Pappas purchase because of their CQ 
loss<of potential personal gain under Onassis agreement. 


OCR) ‘Latest indication to company, as expresse by Saudi agent mq 
"Hamid: Sultan, of SAG views re willingness compromise Onassis 
_@rbitration, was that preferential position for Saudi-flag 

_ bankers must be maintained. This would indicate SAG would 
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not, (repeat not) vO @long with proposed purchase unless 
it. also embraced some kind of preference. 


Comment: As Department REFTHL states preferential clauses 


would te dropped, it) seems improbable Skouras-Pappas 
could make mutually agreeatile deal with SAG. 
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| Action to Br Demands befo a 
VV 
An unsigned letter dated May 1 purporting to represent the views Bed 
non-American ARAMCO employees was delivered on May 2 to the office of Beard 
Chairman Fred A. Davies. The letter, which was accompanied by a list giving 
the names and employee badge mumbers of the 3,231 employees, stated that these 
persens had signed petitions making the following demands as set forth in the 
letter: (1) im bus transportation service—more comparable to that pro~ 
vided Senier Staff empleyees--insluding noontime sehedules and more stops; 
(2) better quality busses, “in keeping with the dignity” ef Saudi workers; 
(3) selection of employee members of so-called Camminications Groups er Cea- 
mittees by election instead of t+ present method of appointment by the company. 
(Commanieations Groups have beth worker and management members, and their meet- 
ings provide periodic organised contact between the two parties, ) 
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A second unsigned letter was recently received by Mr. Davies, It asked 
when the company would reply te the May 1 "petition". Copies of the two let- 
ters will be forwarded, in translation, when available. 


Other evidence of employee dissatisfaction has been (1) a prolonged boy~ 
eott ef new bus service at Abqaiq by all but a fraction of the workers for whem 
it was established; and (2) pe 1 abuse and intimidation of members of the 


Abqaiq Intermediate and Communications Committees, which has led to 
their withdrawal from the Committees. 
Bus Transpertation Issw 


The company move with brought the issue of bus tation before the & 
workers was the announcement at Dhahran and Abgaig on April 12 that 
transportation to and from work would be instituted on April 16 fer Intermediate 
and General personnel living in the immediate industrial areas of the two lecali- = 


ties. Similar serviee has been provided for some time at Ras Tasura where greater 
]/ ARAMCO employees are divided into three .cadpgories bésording to position grade: 
Seater Staff the top gracket including ail Americans; te -- technic 

» ete.( Italian, Palestinian ani other non-Buropeans 4 some Saudia; 
Generel—-semi-skilled and unskilled workers, almost all of whom are Saudis. 
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distances are involved, Additional daily service to outlying communities up to 
15 kilometers from the Main Gate of each district and week end service to towns 
up to 90 kilometers was inaugurated in the three districts on April 21. 


In providing the bus transpertation service described above, the company 
was finally implementing, after a long peried of study and preparation, a part 
of the settlement ef the 1953 labor dispute anneunsed on January 14, 1954. 

(See Embassy Jidda despatch No. 277, January 23, 1954.) On the issue of trans- 
porting workers living in the vicinity of Dhahran and Abgaiq, the announcement 
stated: 


"Due to practical difficulties in transporting the employees living 
in the industrial areas in the Dhahran and Augaig districts, the 
situation will remain as it is until the Government and the Company 
overcome these difficulties. 


"It is understeod that this will apply to all Saudi and other en- 
ployees and that no foreigner will be given preference over a Saudi 
in this regard." 


The Royal Commission for Investigating the Affairs of ARAMCO Worknen, 
in its final draft of an agreement with the company reached on November by 
1953, stated that "the eompany and the Government will continue their studies 
ef the transportation problem in general.* 


It should be noted that the second paragraph of the January 14, 1954 
settlement quoted above may furnish the basis for the transportation demands 
made in the May 1 letter to Mr. Davies, 


The schedules announced en April 12, 1955 did not include noontime trans- 
portation at Abqaiq and Dhahran, (Ras Tanura has had such Service for several 
years.) Dissatisfaction at this omission and at the limited number of stops 
scheduled was soon evidenced by complaints received threugh Communications 
Meetings and by rumors that petitions were being circulated demeaning better 
service. The company acted quickly to remove this source of dissatisfaction 
and announsed on April 28 (confirmation was made in writing on April 30) through 
Cemmunications Committees that noontime transportation would be furnished. This 
service is to begin after Ramadhan when regular work sehedules are resumed, 
Despite this action by the company, the demand for noontime service was among 
the transportation demands made in the May 1 letter described above, 


The boycott of bus transportation at Abgaiig, which began shortly after the 
new service was instituted on April 16, is undoubtedly linked to the demands 
fer better transpertation service made in the May 1 letter. Workers explaining 
their refusal to ride the busses state, according to company sources, that they 
have been "told not to” ride them, while others have stated that “if we use the 
busses now the company will do nothing about jour request for imreved transporta- 
tion," The pattern of the boycott during the first few days convinced company 


officials that some type of intimidation was being used to prevent workers from 
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riding, During the first week in May the boycott was re rted c * 

later the number using the busees insreased to about Se oak ka re ee 
some 2,000 potential users, It is impossible to state at the present time, 
however, how many employees are in fact boyeotting the busses, and how many 
merely prefer to walk as they have in the past. The busses are not conf orta bile 
ogi all of the time involved, walking may actually take less time than 


Cemmanications Groups 


So-called Communications Meetings for Intermediate and General ARAMCO 
workers have been held since May 1953, but their role as a means of ccmmunica~ 
tion between management and workers began to be of Consequence only within the 
past year. According to comppny officials, the Royal Commission favored the 
scheme in its discussions following the 1953 strike, and during 1954 the meetings 
have gradually become better attended and more subjects have been brought up for 
discussion, 


When they were inaugurated, the meetings were stated to have the following 
purpose: “to convey Management messages to the employees and to hear from them 
opinions and suggestions for tranemittal to Management on matters affec the 
common. interest of all employees or a group thereof." (From a company st of 
Communications Meetings published February 10, 1955.) Individual grievances are 
handled through the established grievance procedure, 


Separate meetings for Intermediate and General employees are held once a 
month in each district, with each meeting attended by about 5 employee members, 
The total number appointed by the company to be employee members is believed to 
be 10 from each category of workers at each district. These employees comprise 
the Communications Groups or Committees referred to in this despatch. It is 
hoped that additional information on the activities and influence of the Groups, 
the precise method of appointment, term of office, and qualifications of employee 
members, can be provided ina subsequent despatch. 


Cc Reaction to t on 


According to the company's regular liaison contact with the Consulate General, 
ARAMCO's reaction to the t situation is to (1) make no chamges.in its policies 
regarding transportation o ection of Communications Committee members and to 
so inform its employees; (2) determine who is responsible for organising the agi- 
tation, how it was organised and what its ends are; and (3) to keep Saudi Gevern- 
ment officials informed of developments without pressing for any line of action 
from them, 


(1) As for all of its equipment, the comapny has a regular program for re- 
placing older busses or personnel carriers with new equipment. Aside from con- 
tinuing this progrem, the company does not at present contemplate making changes 
in its transportation equipment for Intermediate and General employees, 


Regarding selection of Communications Committee members, it is immediately 
apparent that the proposal for election of workers! representatives has far- 
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reaching political implications. ARAMCO is well aware of these implications and 
while company officials are perhaps more ready for this step than the Saudi Gov~ 
erment, they realise that whatever decision is made on the matter it mst be 
made by the Government, 
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Company officials express confidence that the boycott at Abgaiq will come 
to an end as hot weather approaches and the noontime transportation scheduleseeme 
into effect at the end of Ramadhan. The boycott has not resulted in absenteeiam 
nor does there appear to be an atmosphere of tenseness » except for the normal 
slight uneasiness experienced during Ramadhan. 


As an overt move which the company feels is called for in response to the 
May 1 letter, plans have been made for the three District Managers to inform 
company employees through the Communications Committees (1) of the receipt of the 
May 1 letter and list of names; (2) that only some 2,200 of the 3,231 persons listed 
are actually identifiable as employees of the company; (3) that the company con- 
siders the matter of transportation satisfactorily settled; and (4) that with 
reppect to the selection of Communications Committee members, the company wil 
be guided by its practice in the past 


(2) With regard to the persons behind the agitation, company officials feel 
that it is probably being organized by a small group of workers, at present most 
active at Abqaiq. They have been unable to single out any leaders but naturally 
suspect those agitators active in the 1953 disturbanees who have been rehired 
by the company at the insistence of the Saudi authorities. twee. agitators 
in the 1953 greup have also been employed by the Saudi Government and are stationed 
in Labor Offices in Dammam and Abgaiq. Recent information on the whereabouts of 
the principal agitators of the 1953 disturbances is given in Enslosure 1. Accord- 
ing to an American source outside of ARAMCO, Nasir ibn Ali Al-Said, now an em 
pleyee of the company at Abgaiq, has been active in organising the boycott there, 
ieee other agitators discharged during 1953 are now employed by the company at 


In its April 21 announcement regarding noontime transportation, the company 
purposely credited the Communications Committees for bringigg the matter to its 
attention, an effort, according to a company source, to increase the prestige 
ef the Committees. Some observers in the company feel that this action may have 
prompted agitators and self~styled "employee representatives" to present the de- 
mands for roved bus service and to seek to discredit the Communications Com- 


mittee members, 


As soon as the letter and list of names was received, the company started 
on project of minutely analysing the list, with the aid of modern machine methods, 
to ascertain whether the names were actually those of company employees and 
whether any significant pattern exists which could give a clue as to the leader- 
ship and areas of coneentration of the agitation. The only information the 
Consulate General has received concerning the results of this study is that only 
about 2,200 of the names and numbers listed are those of current employees and 
that the names are of employees from all three districts. 
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A second undertaking planned by the company is to have supervisors inter 
view a cross—section of about 200 of the persons whose names were appended to 
the May 1 letter. They will be asked whether they actually signed the petition 
and what prompted them to do so. 


(3) As to the steps taken to inform Saudi officials of developments, company 
representatives, when they were unable to contact the Director General of the 
Labor Department, informed Amir 'Abd al~'Asis ibn Jiluwi, Acting Governor of the 
Eastern Provinee, of the receipt of the May 1 letter and list of names and gave 
him a photostatic scopy. (See telegrams under reference for an account of the 
Amir's subsequent request for information from ARAMCO.) 


A Government Relations representative is also believed to have discussed 
the letter with Muhammad Surur, Minister of Finance and National Economy, in 
Riyadh, Furthermore, the company's representative at Jidda was informed of the 
letter and subsequent developments for possible discussions with Covernment 


officiais there, 


More recently, the company has taken up the matter with the new Director 
General of the Labor Department, Turki bin Utaishan, According to company 
sources, he advised that the company take no action on the demands made in 
the letter, 


For the Consul General; 


Pde OH 


(“ Theodore A. Wahi 
Vice Consul 


Enclosure: il 


Information on whereabouts of 1953 agitators. 


Copy to Amembassy, Jidda 


Department please pouch copy to Amconsul Kuwait 
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INFORMATION ON WHEREABOUTS OF AGITATORS ACTIVE IN 1953 
ARAMCO LABOR DISTURBANCES 
(See list given in Enclosure A to CONGEN Gespatch No. 61, 





'Abd al-'Aziz Abu Sa'id (or Sunaid) - Employee of Government (Labor 
Office); reported (CONGEN despatch No. 63, November 5, 1953) deported 
to Iraq; later said to have worked for a Communist newspaper in 
Beirut; may now be working in Labor Office at Abqaiq; is reported 
to have traveled about the Fastern Province on what probably was a 
political mission, (See also CONGEN despatch No. 105, Feb. 24, 195i.) 


Salih al-Zaid - Employee of Government (Labor Office) probably at Dammam, 
Known to have leftist connections; once studied in the U.S, under an 
ARAMCO scholarship. 


'Abd Allah al-Chanim (Abdullah Ali Al-Ganim) - Whereabouts unknown. 
Ibrahim al-Faraj - Employee of ARAMCO at Ras Tanura. 


‘Abd aledtehmah al-Bahijan - On Government (Saudi) Scholarship in England; 
Scholarship said to have been arranged by his cousin, Sulaiman Salih 
al—Ulayyan, President of General Contracting Company, leading business- 
man in Al Khobar; ene to one ARAMCO source, al-Bahijan is study- 
ing "Comminism".. 


‘Umar Waznah - Whereabouts unknown. 
(As-Sufayan) 
‘Abd al-'Asiz al-Safian/ - Employee of ARAMCO at Ras Tamra 


(B) Other agitators, area those discharged during 1953 
labor disturbances, se whereabouts are n 


Nasir ibn Ali Al-Said Employee of ARAMCO at A reported by American 
source to be active in ereknining present Rg RY at Abgaiq. 


Ahmad bin Salim (No. 54909)- Bmployee of ARAMCO at Abqaiq. 





Ahmad bin Hussain (No. 55020) " " " " " 
Jum'an bin Faraj (No. 27948) " " " " " 


\ 


SOURCE: ARAMCO; certain biographical facts and corroborating information 
supplied by American intelligénoe source at Dhahran Airfield, 
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Purchase of Onassis Tanker Fleet by Skouras and Pappas. 


Reference attached telegram 525 from Ambassador Wadsworth 
regarding likely Saudi reaction to purchase of Onascis tanker fleet 
by Skouras and Pappas. 


I think the Ambassador's analysis is accurate. However, there 
is this to be said for the purchase: despite an unfavorable Saudi 
reaction it would make it wmlikely that the Saudis could in short 
order acquire control of a tanker fleet which would enjoy preferential 
treatment and an eventual monopoly. 


In our conversations with Skouras and Pappas we gave them no 
active encouragement (nor did we discourage them) in their discussions 
of the possibility of financing a deal whereby the Onassis ships’ would 
be bought. See attached memo of conversation between these two and 
GVA on March 30 when the matter was last discussed in the Department, 


I believe we should continue to adhere to a hands-off policy. 
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mevEe Swedish Protest on Saudi-Arabian Onassis Contract 


' 





| The article dealing with a Swedish protest to the Saudi Arabian 
‘Government regarding the preferential contract awarded to the Onassis 
interests, identified in the final sentence of this Embassy's despatch 
under reference, is to be found on page 10 of the Stockholm daily 
Svenska Dagbladet of July 30, 1954. A translation of this short article 
appears Rei : 


THE ONASSIS' AGREEMENT: SWEDISH OFFICIAL DEMARCHE VIA CAIRO 


Because of the so-called Onassis Agreement, under which 
special favors are granted ships owned by shipowner Onassis 
in carrying oil from Saudi Arabia, the Swedish Mission at 
Cairo has been instructed, inter alia, to express to the Saudi- 
Arabian Mission at Cairo the Swedish Government's concern 


regarding the agreement. 


4 paemini1sy 


A 


The demarche was made on Wednesday. According to Swed- 
ish opinion, the agreement involves a serious case of flag 
discrimination and is in clear conflict with generally accepted 
principles of free operation of international shipping and of 
the absence of Government interference by discriminatory 


measures. 
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As noted in the Rnbassy's despatch under reference, no written 
record of the Swedish demarche was ever made public. According to a 
Swedish Foreign Office representative, however, the newspaper account 
transmitted herewith was confirmed at the time by the Swedish Foreign 


Office. 
For the Chargé d'Affaires ad interim: 


6 
illiam A. Fowler . 
unselor of Embassy SY 
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OLI DAMASCUS 23, BEIRUT 46. ¥ : 
LOP Dhahran's telegram 176 May 17 to Department. ; © & 
OCB en: OO - 
CIA ie aemge Embassy's best information, arrests and ei lg oO 
NIC ations of Syrians and Palestinians aeighs place Al-Hasa ~ \ 
province part of SAG campaign against PPS members for their . @ 
opposition present Syrian Government and hence ESS pact. i FI 
PPS activity in Saudi Arabia not ot ng 2 unless party respon- O| 5 
sible for offensive leaflet, attacking King and regime, WN SF 
mailed in April to many persons (particularly officials) in , 
Saudi Arabla. Ol 
i 
Embassy has no clear evidence to support this conjecture, but WN 
leaflets certainly contributed to heightened sensitivity of & 
SAG to general subversive or possibly subversive activities Ol 
and there is good evidence they were printed Beirut and maiied O1 
from Damascus and Aleppo. 
Circular is in form appeal to "all freedom-loving patriots". 
Excerpts: "Corruption has spread far and wide and the wicked 
are gangs ei their coe ig for interests of country and 
people....half (country's ag squandered by spendthrift 
King, third goes to faithless and treacherous 8rown Prince, 
and rest goes into pockets of thgeves. You and your country 
are left empty-handed...have you sharpened your swords and 
ee ready your weapons for day of revenge and participation 
n a sound government’. - 
° 
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On. the evenin of May ?O the drefbin, offierr wes told ty un od 
tik 6 ive of AGUICO Linttetrial itelataiu., thel durtug the past week eT. 
ab} 


cs Of try Lexuen Ca, whom he identirieadi as the Texas Cn," iat 

; oe TC Dom ote Qhenit or meeting with ARAMCO's management, 
breoks had come over from Bahrain where he had been spendiny at least severil 
days surveying the existing labor dissatisfacticn tnere. Apparently the 
lexas Co. l§r seriously concerned by tlie situation in bahrain, and the source 
described on sbi meetings at Dhahran, at which Fred Davies was present, as 
lasting two and a half hours. ‘ihe source himself was scheduled to fo over 
to Bahrain on Sunday vlay 22 to discuss ARA»CO's industrial relations problems 
with his opposite numbers in Hapco. 


eZ peaimied 9 


On the suodject of Abd al Aziz al _Muammar's arrest, the source 
confirmed that Muammar has still not ben nce his disappearance early in 
May. He added he had heard that Muammar is not just under house arrest but 
"in a dungeon" in Riyadh. 1 asked if he had heard whether any of tiuaunar's 
assistants had been taken, and he said no, they were still on their jobs 
"but undoubtedly being closely watched". ‘ithe source said that his impression 
of Muammar was that he was an amiable man, rather well disposed to the 
Company, but weak and perfectly capable of being used by stronger persuonalities,. 


S¢SS2-S/eFss2’*v9EsE 


The source said that he was convinced that the fundamental issue 
in AltAMCO's industrial relations was the question of elected representation 
of workers to conduct eventual collective bargaining with the Company, 

Il asked him if he thought the Company itself was ready to sit down across Q 
the table from elected representatives of vthe intermediate and general O 
workers, given the unlikely possibility that the SAG would permit the 

ARAMCO workers to select the.r own spokesmen. He said he thought the Conpany 

could and would do so bat would prefer to work for a further period with 

the Communications Committees, which he thought were playing a healthy, 

educational role. ARAMCO's tactic on the issue of labor elections was to 

move toward them by, gradual stages. For example, the next stage might be 
tor the sapervisors to® ‘ask’ the workers intormally to talk it over among ri, 
themselves and come forward with a list of five or six names, which the 
Company would take into account in a;pointing replacements to the 
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Communications Conmittees. 


The source then said that he would like to modify his earlier 
statement that worker elections were the fundamental issue by adding that 
he thought another equally important longer range consideration wa: tnat 
the people who thus far appeared to be the emerging lLeadersinip in AHA:.CU's 
labor force were not people who were ultimately interested in the comparatively 
limited goal of better pay and working conditions tor the workers. ‘heir 
aim wes more political. ‘They calculated that control of the oil company's 
labor force in the Eastern frovince was the surest and possibly the only 
feasible path to political power in this country. ‘he source thought 
they might prove to be right in that assumption and that the Sat itself 
was imstinctively aware of this potentiality. 


As evidence of this awareness on the part of the SAU of Labor's 
potential as a political force he cited the nature of al imammnar's office, 
the Directorate General of the Labor ee age SAG had creatcd 
this office after the 1953 strike. In the first the office was a national 
office and directly under Riyadh, being located in Dammam merely out 
of recognition that the vast majority of industrial labor was located in 
the province of which Dammam was the capital. Secondly, the Directorate- 
General's normal approach to labor problems was a strong indication that 
Muammar conceived his role as a sort otf inbtitutionalized expression of 
the paternalistic principle which is the key to the King's attitude toward 
industrial labor. The office was operated almost exclusively as the 
protector of labor's interests and was appuréntly designed to prove to the 
laborer that the hing's government, through this department, was on his 
side. In general ARAMCO put up with this attitude, but once in a while 
when Muamnar's decisions were too flagrantly adverse to the Company's 
interests, ARACO would ap,eal to the Amir of the rrovince. by carefuily 
selecting the cases in which they resorted to this divice they had 
been able to have Muammar overruled on the occasions on which they had 
made the attempt. 


i asked the source what he thought the SAG motives had been in 
asking ArA:CO to reinstate the ring leaders of the 1953 strike, and above 
all why some of those leaders were given ka jobs in the Directorate General 
of Labor created at that time. He said he thought Muammar had gone to the 
King and assured him that these men were loyal subjects of His Majesty 
who had really been agitating only for the welfare of their fellow workers, 
a cause which His Majesty as the good father of all his people surely 
supported. This approach apparently fell in with the King's inclination 
and probably coincided with the words of other advisers. ‘the King had 

absokved-the men from blame and approved the policy of asking AnAliCO to 
reinstate them. Those two or three whom ARAMCO successfully resisted 
rehiring were given jobs by the SAG in the Labor office. "The Governnerit 
thought they would shoW us that if we didn't cooperate in this matter 
they would underline their confidence in these men by putting them in a 
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place where these same iien could maxe it hot tor the Company." 


The source thinks that ARANCU is in ior continued anu probably 
permanent trouble in its industrial relations. tie said, "One of our 
great difticulties is that we don't have adequate communications with 
our workers and don't know enough about their real interesis, needs, and 
motives. uch of our top management is frankly puzzled as to why we are 
Naving labor dissatisfaction when the Company has done so much for the 
workers and provided them with first rate hospitals and imany other services 
of which they never dreamed before AnAuCO came on the scene. ihe answer, 
4 suppose is that we Americans place tremendous emphasis on material 
benefits whereas Saudis are much iess impressed than we are by that sort 
of improvement." 


For the Consul General: 
Grewt V. i ee ee 


Grant V. HoUlanatian 
Consul 


Department please pouch copies to Amembassy Jidda, aAmembassy London, and 
Amconsul Kuwait 
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Given below in summary form are the tax and royalty payments made by 
Arabian American Oil Company (ARAMCO) to the Government of Saudi Arabia from 
January through Mekeh 1955. These figures have been made available by ARAMCO 


to the Consulate General on a confidential basis. Payments are made at the ~ 
official rate of exchange on the day of payment. 0) 
Detailed statements of the monthly tax and royalty payments are forwarded a 
as enclosures to this despatch. Three copies of most of these statements have nD 
been obtained for transmission to the Department. OF 
TABLE = ARABIAN AMERICAN OIL COMPANY TAX AND ROYALTY PAYMENTS O1 
TO THE SAUDI ARABIAN GOVERNMENT, JANUARY THROUGH MARCH — 1955 = 
O 
1/ Net Royalty Payments on = Payments on 
Month Royalty Paid 1 SAG T. 1952~. SAG 
(in Geld Pounds) ( a 3/ in dollars) in dollars 
1955 Pounds Sterling) 
January LG 806,210,8648 $3,509,092.42 $12,366,667.00 $4,000,000.00 
(4593119) 
February LG 736,367.6488 $3,050,450.63 $12,366,667.00 $3,800,000.00 
(&541,736) 
March LG 677,352.4906 $3,585,885.32 $12,366,667.00 %$2,300,000.00 
(498.320) 
1/ Royalty accrued during previous month. Payment made in the fom of 
(a) deductions to pay amounts owed by Saudi Government; and (b) net 
payments in dollars and pounds sterling (see next colum). 
2/ Rate of exchange: One Gold Pound equals $8.2397 
3/ Rate of exchange: One pound sterling equals $2.80 C 
O 
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eodore A. Wahl 
Vice Consul 


Enclosures: ( fa 


1. ARAMCO Tax Payments, January 1955 (3 copies) 

2. ARAMCO Royalty Payments, January 1955 (3 copies) 
3, ARAMCO Tax Payments, February 1955 (3 copies) 

i. ARAMCO Royalty Payments, February 1955 (8 copies) 


5. ARAMCO Tax Payments, March 1955 (3 copies) 
6. ARAMCO Royalty Payments, March 1955 (3 copies) 
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ARABIAN AMERIC:AN OL, (LOMPANY JUL 


DRMATIRAN 


SAT TI NERATBSIA 


February 26, 1955 


> HAWKE Y 


Consul General 
American Consulate General 
Dhahran, Saudi Arabia 


The following confidential information is presented to 
you in accordance with our letter to you dated July 28, 1952: 


Royalty 


December royalty totaled bG 806,210.8648 and net payments 
were $3,509,092.45 paid on January 25, 1955, and b Stg. 593,119 
paid on January 26, 1955. Detail of deductions and payments is 
contained in the attached copy of the Monthly Statement of Royalty 
Payments to SAG. 


1954 SAG TAX 


The following payments were made in January, 1955, as the 
fifth payment of tax on 1954 earnings: 


U. S. Dollars paid through Chase National 
Bank, New York, January 14, 1955 $ 4, 336,060.00 


U. 8. Dollars paid through Guaranty Trust 7 
Company, New York, January 14, 1955 4, 336,060.00 


Pounds Sterling 579,989-5-9 paid through 
National Provincial Bank, London, January 14, 1955, 
equivalent at $2.80 per Pound Sterling 1,623,970.00 


French Francs 24,701,950 paid through Guaranty 
Trust Company, Paris, January 14, 1955, equivalent 
at French Francs 350 per U. S. Dollar 70,577.00 


U. S. Dollars paid Chase National Bank, New York, 
January 17, 1955 1,500,000 .00 


U. S. Dollars paid Quaranty Trust Company, New 
York, January 17, 1955 500 , O00 .00 


$12, 366, 667 .00 


ol Pe 


Consui General -~ 2- February 26, 1955 


1952-1953 SAG TAX 


U. S. Dollars paid through Chase National Bank, 
New York, January 14, 1955 $ 913,432.00 


U. S. Dollars paid through Guaranty Trust Company, 
New York, on January 14, 1955 913,432.00 


Pounds Sterling 704,691-8-7 paid through National 

Provincial Bank, London, January 14, 1955, 

equivalent at $2.80 per Pound Sterling 1,973,136.00 
French Francs 70,000,000 paid through Guaranty 

Trust, Paris, equivalent at Franch Francs 

350 per U. 8S. Dollar on January 14, 1955 200, 000.00 


$4,000, 000.00 


Yours very truly, 


W. M. HASTINGS 


RHO: flm 


Attachment 


j ARABIAN AMERICAN OIL COMPANY 


STATEMENT OF PAYMENT 


OF ACCRUED ROYALTY FOR DECEMBER 1954 


Royalty accrued in accordance with Statement of 
Accrued Royalty for December 1954 


U. S. dollars deducted against amount accrued 
during month of December 1954, for repayment 
of 1954 increment of Export-Import Bank Loan 
in accordance with Debit/Credit Advice No. 220 
(SAG) in the amount of $100,000.00 equivalent, 
at the rate of $8.2397 per gold pound, to 


U. S. dollars deducted against amount accrued 
during Vecember 1954, for the unpaid invoices 
presented during November 1954, in accordance 
with Debit/Credit Advice No. 221 (SAG) in 
the amount of SR 3,274,162-12-00 equivalent, 
at the rate of $0.26666667 per Saudi Riyal to 
U. S. $873,110.02 equivalent, at the rate of 
$8.2397 per gold pound, to 

U. S. dollars deducted against amount accrued during 

December 1954, for application against the cost of 

constructing the Saudi Government Railroad and 

Port Project in accordance with Debit/Credit 

Advice No. 222 (SAG) in the amount of $500,900.00 

equivalent, at the rate of $8.2397 per gold pouni, 

to 


Payment made on Jamuary 25, 1955, to Chase National 
Bank of the City of New York, New York, for credit 
to the Saudi Arabian Monetary Agency for the ac- 
count of the Saudi Arabian Government Ministry of 
Finance in the amount of $1,754,546.22 equivalent, 
at the rate of $8.2397 per gold pound, to 


Payment made on January 25, 1955, to Guaranty Trust 
Company, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,754,546.23 equivalent, at the rate 
of $8.2397 per gold pound, to 


Payment made on January 26, 1955, to National 
Provincial Bank, Overseas Division, London, 
for credit to the Saudi Arabian Monetary Agency 
for the account of the Saudi Arabian Govern- 
ment Ministry of Finance in the amount of b Stg. 
593,119 equivalent, at the rate of & Stg. 
2.94275 per gold pound, to 


THIS STATSMENT IS CERTIFIED TO BE CORRECT 


Original Signed 


TE YD 


bG 12,136. 3642 


105,963.8112 


60,631 .8299 


212, 938.1190 


212, 938.1202 


201, 552.6293 


ASSISTANT COMPTROLLER, ARABIAN AMERICAN OIL COMPANY 


\ 


Dhahran, Saudi Arabia 
Jamary 31, 1955 
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‘nanran, Saudi Aralis 


ea, eae ee 
Ameriean Consuliite Gener: | 
Dkhakhrwin, wad: Arabia 


esay’ Tbe: 
The tollowing cunfidential iInfcrmation !s presented | 
in acci rdance with our letter t« you dated July ee, 1'152: 


Roye | ty 


January royalty totaled LG (30,30/.046% and net payments 
were $3,050,450.63 paid on February 18%, 1955, and b Sty. S41, 1/36 
paid cn February 19, 1955. Detail of deductions and payments is 
contained in the attached copy of the Monthly Statement of Royalty 
‘ayments to SAG. 


1954 SAG Tax 


The following payments were made in February, 1955, as 
‘he sixth payment of tax on 1954 earnings: 


U. GO. Duellars paid through Chase National Bank, 
New York, February 15, 1955 $ 4, 336,060.00 


U. 3. Dollars paid through Guaranty Trust 
Company, New York, February 15, 1955 4 336,060.00 


founds Sterling 579-989-5-9 paid through 
National Provincial Bank, London, February 15, 
1955, equivalent at $2.80 per Pound Sterling 1,623,9/0.00 


French Frances 24,698,421 paid through Guaranty, 
Trust Company, Paris, February 15, 1955, 
equivalent at Franch Francs 349.95 per U.S. 
Dollar (OLS 77.00 


UlLG. Dollars paid Chase National Bank, New York, 
February 15, 1955 1,500, 000.00 


U. G. Dollars paid Guaranty Trust Company, 
New York, February 15, 1955 500, 000,00 





$12, 366,667.00 


ted 


Comesul Gunere | o 


Marel; 20, 1'i55 
Lj52 14953 SAG Tax 
U. oo. Dollars paid through Chase National Bank, 
New York, Pebruary !15, 1 155 | 113,422.00 
WU. ob. Dollars paid throurh Guarants, Trust Cempany, 
New York, February 15, 145§ 13,4 3, Ut 


hounds Jterling (O4,6)91 9 ¢ pald throw t National 
Provinelal Bank, Lindon, HFebruary 15, 1 355, 


equivalent at $2.40 per Pound Sterling La Fl 5. 0 S600 


§ 3, 300, 000, 00 


Yours very truly, 


W. M. HASTINGS 


RHO: fim 





Attactiment 


a 
' ( 
ARABIAN AMERICAN OIL COMPANY 


STATEMENT OF PAYMENT 
OF ACCRUED ROYALTY FOR JANUARY 1955 


Royalty accrued in accordance with Statement of 

Accrued Royalty for January 1955 £G_ 736,367 .688 
U. S. Dollars deducted against amount accrued 

during month of January 1955, for repayment 

of 1955 increment of Export-Import Bank Loan 

in accordance with Debit/Credit Advice No. 223 

(SAG) in the amount of $100,000.00 equivalent, 

at the rate of $8.2397 per gold pound, to Go 12,136.36h2 


U. Se. Dollars deducted against amount accrued 
during January 1955, for the unpaid invoices 
presented during December 195, in accordance 
with Debit/Credit Advice No. 22h (SAG) in 
the amount of SR 3,375,51l-01-00 equivalent, 
at the rate of $0.26666667 per Saudi Riyal to 
U. S. $900,137.09 equivalent, at the rate of 
$8.2397 per gold pound, to 109, 21:3.9150 


U. S. Dollars deducted against amount accrued during 
January 1955, for application against the cost of 
constructing the Saudi Government Railroad and 
Port Project in accordance with Debit/Credit 
Advice No. 225 (SAG) in the amount of $500,000.00 
equivalent, at the rate of $8.2397 per gold pound, 
to 60, 681.8209 


Payment made on February 18, 1955, to Chase National 
Bank of the City of New York, New York, for credit 
to the Saudi Arabian Monetary Agency for the ac- 
count of the Saudi Arabian Government Ministry of 
Finance in the amount of $1,525,225.32 equivalent, 
at the rate of $8.2397 per gold pound, to 185, 106.8995 


Payment made on February 18, 1955, to Guaranty Trust 
Company, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,525,225.31 equivalent, at the rate 
of $8.2397 per gold pound, to 185, 106.8983 


Payment made on February 19, 1955, to National 
Provincial Bank, Overseas Division, London, 
for credit to the Saudi Arabian Monetary Agency 
for the account of the Saudi Arabian Govern- 
ment Ministry of Finance in the amount of & Stg. 
541,736 equivalent, at the rate of & Stg. 


2.91275 per gold pound, to 18,,091.7509 


LG_ 736, 367-688 


THIS STATEMENT IS CERTIFIED TO BE CORRECT 


Oryinal Signed 


pC. SINGELYN 


A ‘ A A COMPA 


Dhahran, Saudi Arabia 
February 28, 1955 
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ARABIAN AMERICAN OIL COMPANY 


STATEMENT OF PAYMENT 
OF ACCRUED ROYALTY FOR FEBRUARY 1955 


Royalty accrued in accordance with Statement of 
Accrued Royalty for February 1955 


U. S. Dollars deducted against amount accrued 
during month of February 1955, for repayment 
of 1955 increment of Export-Import Bank Loan 
in accordance with Debit/Credit Advice No. 226 
(SAG) in the amount of $100,000.00 equivalent, 
at the rate of $8.2397 per gold pound, to LG 12,136. 3642 


U. S. Dollars deducted against amount accrued 
during February 1955, for application against 
the cost of constructing the Saydi Government 
Railroad and Port Project in accordance with 
Debit/Credit Advice No. 227 (SAG) in the amount 
of $500,000.00 equivalent, at the rate of 
$8.2397 per gold pound, to 60,681 8209 


Payment made on March 21, 1955, to Chase National 
Bank of the City of New York, New York, for 
credit to the Saudi Arabian Monetary Agency for 
the account of the Saudi Arabian Government 
Ministry of Finance in the amount of $1,792,942.66 
equivalent at the rate of $8.2397 per gold pound, 
to 217, 598.0507 


Payment made on March 21, 1955, to Guaranty Trust 
Company, New York, for credit to the Saudi Arabian 
Monetary Agency for the account of the Saudi 
Arabian Government Ministry of Finance in the 
amount of $1,792,942.66 equivalent, at the rate 
of $8.2397 per gold pound, to 217, 598.0507 


Payment made on March 23, 1955, to National 
Provincial Bank, Overseas Division, London, for 
credit to the Saudi Arabian Monetary Agency for 
the account of the Saudi Arabian Government 
Ministry of Finance in the amount of & Steg. 
498,320 equivalent, at the rate of & Ste. 
2,9h275 per gold pound, to 169,338. 2041 


THIS STATEMENT IS CERTIFIED TO BE CORRECT 


Ovieleal Signed 
be 4 SINGELYN 


kG olf 2 322. 4QOt 


BG 677.352.4906 


ASSISTANT COMPTROLLER, ARABIAN AMERICAN OIL COMPANY 


Dhahran, Saudi Arabia 
March 31, 1955 
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Copies | 
| trenakakikans of the two letters sent by an anonymous ;roup of laborers | 


to Chairman of the Board of Directors of AnANCO Fred A. vavies were ,iven to 
Lhe Consulate General last weck and are transmitted aus enclosures to this 
despatch. Th se letters, dated riay 1 and May 1O respectively, are sivnificant 
documents in relation to the prolonged boycott of the Vompany's bus service 
at Abaaiq District and wore yenerally in relation to the development of Labor 
consciousness in Saudi Arabia. 


The first letter presents somewhat inconspicuously what AcA.CO Lndustrial 
Relations experts consider to be the key demand of the avitaling group (see ConGen 
Despatch 91 of iiay 25, 1955) i.e. for the Vompans to dissolve its Conmunications 
Committees and sive the intermediate and veneral workers what the letter temas 
"the freedom to elect a comnittee that represents us ana s;eaks on our behalf 
and to be the Liaison between us and the Compony". 


fhe first letter with its bulky attachment of sheets Listiny Lhe 
names of 3231 intermediate and general workers was brou,hb to vir, Vavies!' office 
on the morning of tlay 2, bul it is not known just how. ihe Company uses soiie 
siuall Arab boys as messengers and delivery boys in the main adiinistralion 
building, and investipvation indicated that it was one cl these boys or possitly 
another Arab boy of similar type who brought the packaye in and then Left 
before it was opened. 


GSGl1-9/¢ESS2 °V988 


The long series of names was copied onto a cojw.on Company stationery 
form by several different hands so that while the papcr gives little clue 
the oriyinators, the handwriting may eventually reveal more about their 2 
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Enelosure No, l 
Desp. No, 105 
From Dhahran 
‘TRANSLATION 


17 Ramadhan 1374 
10 May 1955 


Chairman of the Poard of Directors of Aramco 
Dear Yir: 


On the eighth day of the blessed month of Ramadhan of the 
year of Hijrah 1374 (1 May 1955), we submitted to you a petition 
in the name of the Saudi general and intermediate employees with 
three thousand two hundred and thirty-one (3231) signatures on 
it. (In this petition) we disapproved the founding of the 
communications committees which were elected by the Vompany to 
represent us. (We also disapproved) the publication of statements 
in our name without the knowledge and supervision of the Government 
and without our consent. “his contravenes our Government's regula- 
tions in force. “urthermore, our petition included our complaint 
against the transportation system which the Company has established 
contrary to, the high Royal Statements which are to be obeyed and 
which were issued about two years ago. We are wondering at the 
negligence and dumbness of the Company in not replying to that 
(other) petition of ours. ‘herefore, we have come (with this 
letter) reminding you of it and requesting that these committees 
be dissolved and that the system of transportation be modified in 
order that the common interests may be achieved. 


With kind regards, 


Saudi Employees 
General and Intermediate 
Abgaiq, Dhahran and Ras Tanura 


cc: His Highness, Amir of the Eastem 'rovince 
His Excellency the “irector General, Labor Vepartment 
District Manager, Abqaiq 
District Manager, Dhahran 
“istrict, Manager, Ras Tanura 
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WILLIAM JACOBS 


ATTORNEY AT | AW 


June 20, 1955 


State Department 
Near Eastern Affairs 
Washington, D. C. 


Gentlemen: 


In connection with a professional matter pending in my office, 


{t is necessary for me to have the following information: 


1. Were the leases negotiated by Arabian American Oil Company 


now in existence with the Saudi Arabian government 
negotiated by or entered into under the supervision of 
the State Department? 


e. Is there in existence any treaty or other written under- 
standing entered into between the United States govern- 


ment and the Saudi.Arabian government regarding the super- 


vision and control,of the large area of the said leased 
land in Saudi Arab 


3. Does the United States government have a contract with 
Arabian American O11 Company requiring the said company 
to sell and supply the United States government with a 
portion of the oil output produced in Saudi Arabia and, 
if so, is such contract available for inspection or can 
a photostatic copy thereof be obtained upon the payment 
of proper charges? 


Your prompt attention will be appreciated. 
Very truly yours, 


t 


4 
LU Ci b4- Sane 
William Jacobs 


WJ il 7 
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WILLIAM JACOBS, : 
29 Broadway, iy ™ 
NEW YORK 6, N.Y 





State Department 
Near Eastern Affairs 
Washington, D. C. 
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Office Memorandum * UNITED STATES GOVERNMENT 
P Ah 


= Pep = ie. Kakens DATE June 22, 1955 
FROM NE - Mr. Pritzlan hy . 
SUBJECT 


Letter from William Jacobs, June °0, 1955, attached 


Could you please provide information on the questions raised 
by Mr. Jacobs in the attached letter of June 20th? Since this matter 
seems to relate primarily to the work of your office, you may well 
wish to answer the letter yourself. 


Attachment: 


As stated. 
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Office Memorandum ¢ UNITED STATES GOVERNMENT 


TO 


FROM 


SOBJECT 


L/E - Mr. Maurer DATE: July 8, 1955 
J 
r mar 
FSD - Mr. Beckner ¢ ) 19g 
Letter from William Jacobs Regarding ARAMCO Concession 


Attached is a letter from Attorney William Jacobs of New York 
asking certain questions about the ARAMCO concession. It is believed 
that the letter should be answered by the Legal Division. Following 
is the information we have been able to develop regarding Mr. Jacobs’ 
questions by searching our own and central files and checking with 
the Treaty Division, Mr. Fritzlan, NE, and ASPPA: 


1. The State Department did not intervene at all in the negotia- 
tions between the Standard Oil Company of California and the Saudi 
Arabian Government when the original concession was granted in 1933. 
Following the awarding of the concession the company proceeded to 
explore and develop its concession on a purely commercial basis. | 


2. There is no treaty or other written understanding between 
the United States Government and the Saudi Arabian Government regard- 
ing the supervision and control of the concession area in Saudi Arabia. 
The only agreements between the United States and Saudi Arabian Govern- 
ments are an agreement covering diplomatic and consular representation, 
juridical protection, commerce and navigation of November 7, 1933, the 
Dhahran airfield agreements of 1945-6 and 1951, the Lend-Lease agree- 


ments, Surplus Property agreements of 1946-l\7, and TCA, MDA and MAG 
agreements of 1951-53. 


3. The United States Government does not have a contract with 
ARAMCO such as described in paragraph 3 of Mr. Jacobs' letter. Al- 
though various proposals were made between 191 and 195 to the effect 
that the United States Government participate directly or indirectly 
in the Saudi Arabian oi1 operations, none of the proposals was carried 
through. Of course the U.S. Government at times has made ordinary 
commercial contracts with ARAMCO for the delivery of specified quan- 
tities of oil. At present the only contract is one for delivery of 
products for the use of local forces at Dhahran. 
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My dear Mr. Attormey Generals 


With reference to your courteous letter of June 7, 1955 
regarding the Onassis litigation, Mr. Onassis has entered into 
an agreement with the Government of Saudi Arabia to provide 
ships fer the transpert ef el which the Department of itate 
considers highly preferential, monepolistie and inconsistent 
with long-established and widely recognised principles of 
inteymational commerce, The Department also considers the 
agreement te be in contravention of the Aramoo-Seudi Arabian 
oil conceseieon, The United States Gevernment and severe) 
othe: governments strongly protested this agreement. the 
ease is now under arbitratica, 


Sincerely yours, 


HERBERT HOOVER, Jit. 
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Asting Secretary 
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Brownell, Jr., ie 
Attorney General. : 
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¢ UNITED STATES GOVERNMENT 


NE - Mr, Parker Hart . of iret tes January -1, 1955 


Maritime Administration Transfer Order; Tanker “Olympic Sun" 


This memorandum is written in accordance with our telephone 
conversations and your suggestion that TRC record the substance of 
the various conversations between lir, Clarence Morse, General Counse | 
of the Maritime ddministration and the writer and that. there be appended 
an expression of TRC's views. 


Mr, Morse telephoned Mr. Mann shortly before noon January <0. 
In 1952 Mir. A. S. Onassis contracted with the Sun Ship Building Co., 
Chester, Pennsylvania, for the construction of a larpe tanker, sub- 
sequently named the “Olympic Sun", At the time that the contract 
was let an agreement was made between the shipyard and the purchasing 
company and approved by the Maritime Administration. It is entitled 
“Approval Notice and Agreement", Tis agreement provides that 
Maritime Administration, after voseipt of certain necessary papers ; 
and a bond, will authorize ths ie!ivery of the ship to the purchasing 
company and its transfer to Lilx ian flag, Maritime Administration 
approval vas needed in view of the requirements of Section 37 of the 
Shipping Act, 1916, ‘The agreement provides that for 15 years no 
change will be made in stock ownership exce;t to United States 
citizens; that ther€shall be no change in the ownership of the essel 
or its registry without the approval of the Maritime Administration; 
that the ship will be available to the United States in time of war 
or emergency en the same terms as if it were owned by United States 
citizens; and that it will at no time trade in areas prohibited by 
Commerce Department Orders T-1 or T-2 (Red China, USSR). The ship 
is completed, and «eud: for ..ansfer, All papers have been executed 
and received by the Maritfie Administration and the performance bond 
in the amount of %25¢,CUL suas been tendered. Accordingly, Maritime 
Administration's trausfer order was prepared am was ready for 
delivery to the owners' agent January 19, 


The Department of Justice then sought to oppose the release of 
the transfer order pointing out to Maritite that it has a case against 
Mr, Onagsis, The Maritime Administration replied that, if Justice 
has judicial rights against Mr. Onassis, it should exercise those 
rights elsewhere, since they have nothing to do with the "Olympic 
Sun" transaction; that the Maritime Administration, had entered into 
a firm commitment to issue a transfer order if certain conditions 
were met and the conditions have been met, he Justice Devartment 
then stated that the State Department has classified information 
which would justify the conclusion that to permit the ship to be 
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of aynents to the shitward which will not be imde unt’) issue of th 
ifansfer aruer, 


fa. .47m viscuered tle haiter With 12, as fetal Froiwlan it 
Me Of Lhe Gaudi Arabian ducsk, with lir. Parker Tart, Director, 

Office of hear Hastern Affairs, ana with [2r. rlenmer, Venuty Directar, 
Offiee of ‘iransnoert ana Communications, At .r, Hart's sugrestion, 
lr, ianu telephoned ir, torre of Maritime Aguinistration saying tiint 
a -eculiar mvestion has been raised in connection with taritime 
ACrinistration's incguiry, tnat the Saudi Araiian/Onassis apreeni. nt 
igs considered contrary both to United Staies ivterects and to 
accented internationel oraetices and tuet the Departient is maki 


an effort to have it chanced; but that it does rot necessarily follow 


as 


frem this that the United Stutes shoulr fail to weet I1s commitment 
to issue the transfer order when the "Glymniec Sun" is completed and 
all of the conditions mt. he added that the Denartinent cannot pive 
its nos ition on such short notice and without consulting interested 
officers, but that he would telephone !ar, licrse the position at or 
before 4 o.m,. the same day, 


At. 35:15 nvm vr. Hart telenhoned tz, Mami an. sugrested the 
following position “State Denartment has no security reason to olject, 
and degires to stay out of the matter," far. Mann conci.lted 


kr, wallece of L/E who verceived no legal objection, ir. lana then 


teleohoned the position to ir, horse of baritime fdminis! sation, 


The requested THC view is as follows. ‘Ihe United States having 
nude a commitment to deliver te transfer oruer, ana all cond ‘tions 
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Office Memorandum + vNITED STATES GOVERNMENT 


TO : NE -— Mr. A. David Fritzlan DATE: February 21, 1955 
FROM : TRC = | 


suBygcT: Control of Onassis Fleet by Mortgagees 





Pursuant to your request to John Mann, we have looked into 
the degree of control which the mortgage holders have over the 
fleet of Aristotle Onassis. 


All of the ships in the Onassis fleet, with the exception 
of King Saud I, are mortgaged. The mortgages are held by the 
National City Bank and the Metropolitan Life Insurance Company. 
TRC has been informed by a reliable source that the mortgagees 
are aware of Onassis' efforts to sell his fleet to the Saudi 
Arabian Government; that the mortgagees do not approve of this 
sale and that they are in a position, under the terms of the 
mortgage contracts, to block the sale. Our informant states that 
the contracts require approval of the mortgagees to any change 
in ownership. Asked if the mortgagees could block a sale of 
which they did not approve, he replied: "Absolutely. It would 
be a very simple matter. They have complete power to prevent 
any sale of which they do not approve." 


We inquired about the possibility of a buyer paying off 
Onassis! loans. Our informant said that he did not thin! this 
would work due to the fact that the loans do not contain 
prepayment clauses and due to the further fact that, in the case 
of Metropolitan Life, these loans are regarded as long-term 
investments which the Company does not wish to terminate. 


Our informant also stated that the mortgagees probably 
would oppose any change in charters unless new charters, like 
those now in effect, involved long-term commitments by a major 
oil company. 
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DEPARTMENT OF STATE 





ASSISTANT SECRETARY 


Tos G — Mr. Murphy February 24, 1955 

From: NEA - George V. Allen 

Subject: Possible Sale by Onassis of his Tanker Fleet to Saudi Arabian 
Government. 

Discussion 


Jidda's telegrams 380 and 384 of February 8 and 10 indicate Onassis 
has made an offer to the Saudi Arabian Government for the sale of his 
entire fleet of 29 vessels for $157 million, payable in annual installments 
of $15 million. Onassis reportedly proposes to operate the fleet at competitive 
rates for 30 years after which he would have two-thirds and the Saudis one-third 
of net profits. The Saudi Arabian Government is considering this proposal for 
possible action after arbitration. 


The acquisition by the Saudi Government of such a large fleet of ships, 
which would presumably fly the Saudi flag, would in all likelihood be under- 
taken for the purpose of obtaining a monopoly in the transportation of oil 
exported from Saudi Arabia. Such a development would create new difficulties 
for Aramco. It would therefore seem in our interest to take what steps we 
properly can to obstruct or delay such a development. 


The attached memorandum (Tab A) prepared by Mr. Klemmer of TRC indicates 
that all of the ships of Onassis' fleet with the exception of King Saud I are 
mortgaged, that the mortgages are held by the Metropolitan Life Insurance 
Company and the National City Bank and that the mortgagees are aware of 
Onassis's efforts to sell his fleet to the Saudi Arabian Government, It also 
appears that the mortgagees are opposed to such sale and, by the terms of the 
mortgages, are in a position to prevent it. 


Recommendation 


I recommend that the Department discreetly ask the Metro tan Life 
Insurance Company and the Netional City Bank about their _ tude toward approval 
or disapproval of the proposed sale of the Onassis tgaker fleet to the Saudi 
If they are not inclined to approve the proposed sale, I 
recommend that request them to inform the Department promptly of any change 


change. If they are inclined to approve’the proposed sale, I recommend that we 
inform’ them that the Department would consider such action most unfortunate and 
contrary to American interests in the Middle East. 






Clearances 
TRC —- Mr. Klemmer Approved 
PED - Mr. Eakens 
L/E - Mr. Metzger Disapproved 
NEA:NE:ADFritzlan: apg 
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4. That we base our attitude toward the proposed sale upon our 
policy in opposition to the monopolistic and preferential features of 
the Onassis agreement which, we believe, Onassis would make every effort 
to put into effect in the implementation of his proposal to the Sandi 
Arabian Government. Furthermore, this matter has been submitted to 
arbitration between Aramco and SAG and any interference would be undesiirable. 
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Subject: Possible Sale by Onassis of his Tanker Fleet to Sandi Arabian 
Government, 


Discussion 


Jidda's telerrams 380 and 384 of February 8 and 10 indicate Onassis 
has made an offer to the Saudi Arabian Government for the sale of his 
entire fleet of 29 vessels for $157 million, payable in annual installments 
of $15 million. Onassis reportedly proposes to operate the fleet at 
competitive rates for 30 years after which he would have two-thirds and 
the Saudis one-third of net profits. The Saudi Arabian Government is 
considering this proposal for possible action after arbitration. 


The acquisition by the Saudi Government of such a large fleet of ships, 
which would presumably fly the Saudi flag, would in all likelihood be under- 
taken for the purpose of obtaining a monopoly or at least a considerable 
share in the transportation of oil exported from Saudi Arabia. Such a 
development would create new difficulties for Aramco. It would therefore 
seem in our interest to take what staps we properly can to obstruct or 
delay such a development, 


The attached memorandum (Tab A) prepared by Mr. Klemmer of TRC indicates 
that all of the ships of Onassis' fleet with the exception of King Saud I are 
mortgaged, that the mortgages are held by the Metropolitan Life Insurance 
Company and the National City Bank and that the mortgagees are aware of 
Onassis's efforts to sell his fleet to the Saudi Arabian Government. It also 
appears that the mortgagees are opposed to such sale and, by the terms of the 
mortgages, are in a position to prevent it. 


Recommendations 

1. That the Department ascertain in a discreet manner the attitude 
of the Metropolitan Life Insurance Company and the National City Bank 
concerning the proposed sale of the Onassis tankers; 


2 That we ask them to inform us at eny change in attitude if it is 
confirmed that they oppose the sale; 


3. That we inform them, should they appear to approve the proposed 
Sale, that although in principle we have no objection to Saudi flag vessels, 
we would consider the sale under existing circumstances as unfortunate and 
contrary to U.S. interests; 

4. That 
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